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EFFECTS  OF  PUBLIC  FINANCING  ON  PUBLIC 
HEALTH  INFRASTRUCTURE 


WEDNESDAY,  JULY  7,  1999 

U.S.  Senate, 

Subcommittee  on  Public  Health,  Committee  on  Health, 

Education,  Labor,  and  Pensions, 

Wichita,  KS. 

The  committee  met,  pursuant  to  notice,  at  2:30  p.m.,  in  Roberts 
Amphitheater,  University  of  Kansas  Medical  School-Wichita,  1010 
North  Kansas,  Wichita,  KS,  Hon.  Sam  Brownback  presiding. 

Opening  Statement  of  Senator  Browback 

Senator  Brownback.  Good  afternoon  everybody.  Is  that  micro- 
phone system  on?  Can  you  hear?  Does  that  work  okay?  Well,  just 
yell  if  you  cannot.  All  right. 

I  am  Sam  Brownback.  I'm  delighted  you  are  here  with  me  the 
afternoon  with  the  panelists  that  we  are  going  to  have  present.  I 
apologize  for  being  a  bit  late.  I  just  flew  in  from  Lincoln,  NE,  at 
another  meeting  up  there.  And  they  held  us  for  a  while,  so  I  apolo- 
gize that  I  am  late  here  getting  for  this  meeting. 

Officially,  I  want  to  call  this  Subcommittee — the  Health,  Edu- 
cation, Labor  and  Pensions  Subcommittee  to  order.  This  is  a  sub- 
committee hearing  of  that  committee,  and  it  is  the  Public  Health 
Subcommittee. 

I  want  to  welcome  everybody  here  today,  and  particularly  our 
distinguished  panelists,  some  of  which  have  traveled  some  distance 
to  be  here.  And,  judging  by  the  assembly  of  the  crowd  during  a  hol- 
iday week,  I  am  very  appreciative  of  you  coming  out.  And  I  think 
we  have  a  topic  of  some  interest  and  certainly  critically  important 
to  all  of  us  in  Kansas. 

Just  as  an  outset,  I  have  heard  for  some  period  of  time  just  a 
lot  of  concerns  about  what  is  taking  place  in  health  care,  with  the 
reimbursement  put  forward  in  the  Balanced  Budget  Act  of  1997, 
with  some  of  the  HCFA,  Health  Care  Financing  Administration's 
interpretation  of  the  1997  Balanced  Budget  Act. 

Indeed,  I  would  say  I  am  hearing  more  comments  and  complaints 
about  that  and  HCFA  than  I  am  about  the  IRS  and  the  Internal 
Revenue  Code,  which  is  not  a  compliment  to  anybody,  either  to 
Congress  for  the  Balanced  Budget  Act  or  to  HCFA  on  some  of  its 
interpretation. 

I  am  not  here  to  seek  blame  on  anybody,  but  to  seek  to  try  to 
find  some  solutions  of  what  we  need  to  do — what  we  need  to  do  to 


(l) 


2 


help  support  the  public  health  delivery  system  in  Kansas  and  na- 
tionwide. 

That  is  what  I  have  asked  the  panelists  to  testify  about,  and  that 
is  what  I  ask,  if  you  could,  in  your  comments — we  will  open  up  at 
the  end  of  this  for  public  comments — that  you  direct  your  com- 
ments toward. 

Some  people  have  blamed  the  Health  Care  Financing  Adminis- 
tration, or  HCFA,  for  interpreting  the  new  rules  in  a  way  that  has 
caused  some  of  the  Draconian  cuts  in  public  health  care  dollars 
flowing  to  hospitals  and  home  health  care  centers. 

In  fact,  a  recent  report  by  the  Congressional  Budget  Office  found 
that  HCFA  interpretations  of  the  BBA  1997  have  resulted  in  $2  bil- 
lion in  Medicare  funding  cuts  in  1999. 

Others  believe  that  it  is  the  fault  of  Congress  for  passing  the 
changes  in  the  first  place.  Some  changes  were  needed  to  keep  the 
Medicare  Part  A  Trust  Fund  solvent,  but  many  believe  that  the 
final  version  of  the  bill  just  went  too  far. 

And,  indeed,  I  have  seen  across  Kansas  a  number  of  closings  of 
home  health  care  agencies,  impact  on  hospitals — Don  Wilson  is 
here  with  the  Kansas  Hospital  Association— that  have  just  been  too 
much,  and  changes  need  to  be  made  to  correct  for  that. 

And  in  everybody's  effort  to  save  Medicare,  there  has  been  im- 
pact that  people  had  not  counted  on,  and  we  need  to  correct  for 
that.  And  that  is  what  this  hearing  will  be  focused  on  today — what 
we  can  do  to  correct  for  some  of  those  difficulties  that  are  put  in 
place. 

The  hearing  will  consider  the  relationship  of  public  health  care 
financing  and  policy  to  the  health  care  infrastructure  that  we  have 
in  the  State  of  Kansas  and  nationwide. 

Public  funds  make  up  a  large  percentage — generally  around  40 
percent — of  the  health  care  dollars  spent  in  this  country.  In  rural 
communities  that  percentage  is  even  higher,  generally  because 
rural  communities  have  more  older  citizens  using  some  of  the  pub- 
lic health  care  facilities  and  public  health  care  dollars. 

The  same  goes  for  graduate  medical  education  hospitals.  And  we 
have  the  head  of  the  KU  Med  Center  here  with  us  today,  and  we 
appreciate  the  use  of  this  facility  as  well.  They  rely  heavily  on 
Medicare  dollars  as  well. 

When  considering  health  care  infrastructure  one  must  consider 
the  public  dollars  that  help  sustain  that  infrastructure.  And  one 
must  consider  how  public  health  care  programs  help  the  infrastruc- 
ture to  adjust  and  survive  in  the  changing  health  care  climate. 

Now,  we  did,  in  the  changes  in  the  Balanced  Budget  Act  of  1997, 
extend  the  life  expectancy — the  financial  life  expectancy  of  the 
Medicare  Part  A.  It  was  projected  to  run  out  of  resources  shortly 
after  the  turn  of  the  century  and  is  now  projected  to  be  solvent 
through  2015. 

But,  still,  the  questions  remain.  What  have  been  the  short  term 
and  what  will  be  the  long-term  effects  of  changes  in  Medicare  pay- 
ments on  the  health  care  industry  infrastructure?  What  does  it  do 
to  our  hospitals?  What  does  it  do  to  home  health  care  agencies? 
And  what  has  that  impact  been? 

What  can  public  health  programs  do  to  assist  an  infrastructure 
that  is  in  jeopardy?  And  what  is  the  role  of  public  health  commu- 
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nity,  should  the  health  care  infrastructure  lack  these  public  funds 
to  run  hospitals  and  home  health  care  agencies  efficiently? 

What  do  we  do  to  solve  and  to  stem  and  to  shut  off  some  of  these 
problems  from  taking  place?  And  that  will  be  what  we  will  look  at 
today. 

Let  me  call  up  our  first  panelist  for  testimony.  And  we  have  got 
an  excellent  panelist — group  of  panelists  to  testify.  And  we  will 
have  a  few  questions  for  them.  We  have  three  total  panels  today. 

I  will  try  to  move  these  fairly  rapidly.  We  will  get  your  full  state- 
ment in  the  record.  If  you  would  like  to  summarize,  those  are  gen- 
erally appreciated  by  everybody,  and  hit  the  key  points  that  you 
have. 

We  have  here  the  regional  administrator  for  the  Health  Care  Fi- 
nancing Administration.  And  the  region  we  are  in  is  Region  7  out 
of  Kansas  City,  MO — Joe  Tilghman.  Joe,  did  I  get  that  last 
name  

Mr.  Tilghman.  That's  close.  Joe  Tilghman.  The  G-H  is  silent. 

Senator  Brownback.  Tilghman.  All  right.  Well,  that  makes  it  a 
lot  simpler.  We  also  have  the  director  of  the  Office  of  Rural  Health 
Policy  from  Rockville,  MD,  Dr.  Wayne  Myers.  Dr.  Myers,  delighted 
to  have  you  here  with  us  as  well. 

You  ought  to  be  a  lot  cooler  here  than  you  are  Washington,  are 
you  not?  We  consider  ourselves  kind  of  the  mild  area  of  the  coun- 
try. Now,  if  you  want  good  weather  we  can  once  in  a  while  suit 
you. 

And  then  we  also  have  Edwin  Fonner,  Jr.  He  is  the  executive  di- 
rector of  the  Governor's  Public  Health  Improvement  Commission 
out  of  Topeka.  Thank  you  very  much  for  joining  us  as  well. 

So,  gentlemen,  we  would  appreciate  your  testimony.  Joe,  the 
floor  is  yours  first,  and  your  full  statement  will  be  entered  into  the 
record. 

STATEMENTS  OF  JOSEPH  TILGHMAN,  KANSAS  CITY  REGIONAL 
ADMINISTRATOR,  REGION  7,  HEALTH  CARE  FINANCING  AD- 
MINISTRATION, KANSAS  CITY,  MO;  WAYNE  MYERS,  M.D.,  DI- 
RECTOR, OFFICE  OF  RURAL  HEALTH  POLICY,  HEALTH  RE- 
SOURCES AND  SERVICES  ADMINISTRATION,  U.S.  DEPART- 
MENT OF  HEALTH  AND  HUMAN  SERVICES,  ROCKVILLE,  MD; 
AND  EDWIN  FONNER,  JR.,  DrPH,  EXECUTIVE  DIRECTOR, 
GOVERNOR'S  PUBLIC  HEALTH  IMPROVEMENT  COMMISSION, 
TOPEKA,  KS 

Mr.  Tilghman.  Yes,  I  do  have  a  truncated  statement  here.  I  stut- 
ter, and  I  talk  too  fast.  So  bear  with  me  if  I  stumble  a  little  bit 
here. 

Senator  Brownback,  thank  you  for  inviting  HCFA  to  discuss  the 
importance  of  public  financing  to  the  public  health  infrastructure. 
We  at  HCFA  certainly  recognize  that  the  programs  administered 
through  our  agency  play  an  integral  role  in  supporting  the  public 
health  infrastructure. 

The  Balance  Budget  Act  of  1997,  which  I  will  call  BBA— and  if 
I  stumble  I  will  call  it  Bubba  

Senator  Brownback.  Joe,  let's  get  those  mikes  closer.  Can  you 
hear? 

Mr.  Tilghman.  Can  you  hear  me  now? 
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Senator  Brownback.  There  we  go. 

Mr.  TiLGHMAN.  OK.  I'm  sorry.  I'll  be  closer.  Do  you  want  me  to 
start  over? 

Senator  Brownback.  I  think  you're  fine.  Just  keep  on  going. 
Mr.  Tilghman.  OK. 

Senator  Brownback.  But  make  sure  people  can  hear  you. 

Mr.  Tilghman.  OK.  BBA  included  several  provisions  to  strength- 
en the  rural  health  infrastructure.  While  Medicare  had  already 
provided  special  support  to  more  than  half  of  all  rural  hospitals, 
the  BBA  provided  yet  additional  support  for  small  critical  access 
hospitals.  As  a  result,  the  average  Medicare  payment  per  rural  pa- 
tient is  now  rising. 

The  BBA  also  enacted  important  new  payment  reforms  that  are 
critical  to  promoting  efficiency  and  strengthening  the  Medicare  pro- 
gram. The  Medicare  Trust  Fund,  as  you  mentioned,  which  was  pro- 
jected to  be  insolvent  by  1999  when  President  Clinton  took  office, 
is  now  projected  to  be  solvent  until  the  year  2015. 

In  implementing  the  BBA  we  want  to  give  providers  as  much 
flexibility  as  we  can  within  our  statutory  discretion.  However,  this 
change  of  magnitude — and  there  was — the  way  we  look  at  the  BBA 
program  is  that  it  basically  represented  the  most  significant 
changes  in  the  Medicare  program  since  it  was  enacted  back  in 
1965. 

And  this  change  of  magnitude  always  requires  adjustments  on 
the  part  of  the  provider  community.  And  it  is  not  surprising  that 
market  corrections  would  result  from  such  significant  legislation. 

It  is  also  important  to  recognize  that  the  BBA  is  only  one  factor 
contributing  to  the  recent  changes  in  Medicare  spending.  Low  infla- 
tion from  a  strong  economy  and  aggressive  efforts  to  fight  fraud, 
waste,  and  abuse  are  also  having  a  major  impact. 

We  have  significantly  decreased  the  number  of  improper  pay- 
ments made  by  Medicare.  And,  for  the  first  time  ever,  the  hospital 
case  mix  index  is  down  due  to  efforts  to  stop  upcoding,  which  is  the 
practice  of  billing  for  more  serious  diagnoses  than  patients  actually 
have. 

The  BBA  also  is  only  one  factor  contributing  to  provider  chal- 
lenges in  a  rapidly  evolving  health  care  market  place.  Our  efforts 
to  pay  right  and  promote  efficiency  may  mean  that  Medicare  no 
longer  makes  up  for  losses  or  inefficiencies  elsewhere. 

We  are  deeply  concerned  about  reports  on  the  financial  condi- 
tions of  some  providers.  However,  it  is  essential  that  we  distinguish 
the  BBA's  impact  from  the  effects  of  excess  capacity,  discounted 
rates  to  other  payers,  aggressive  competition,  and  other  market  fac- 
tors not  caused  by  the  BBA. 

We  are  actively  monitoring  the  impact  of  the  BBA  to  ensure  that 
beneficiary  access  to  care  is  not  compromised.  The  President's  pro- 
posed Medicare  reform  plan  sets  aside  $7  billion  in  case  there  is 
credible  evidence  that  adjustments  are  necessary.  It  also  includes 
several  new  initiatives  specifically  targeted  to  help  rural  providers. 

HCFA  is  committed  to  looking  at  possible  refinements  to  the 
BBA.  However,  we  urge  caution  about  making  changes  without 
solid  evidence  of  problems  in  access  to  care. 

We  look  forward  to  continuing  to  work  with  you  and  the  Commit- 
tee to  identify  issues  of  concern.  On  behalf  of  HCFA,  I  thank  you 
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for  holding  this  hearing,  and  I  will  be  pleased  to  answer  questions 
later. 

[The  prepared  statement  of  Mr.  Tilghman  follows:] 

Prepared  Statement  of  Joseph  Tilghman 

Chairman  Frist,  Senator  Brownback,  distinguished  Subcommittee  members, 
thank  you  for  inviting  us  to  discuss  the  importance  of  public  financing  to  the  public 
health  infrastructure.  Programs  administered  through  our  agency  Medicare,  Medic- 
aid, and  the  State  Children's  Health  Insurance  Program — all  play  an  integral  role 
in  supporting  public  health  infrastructure. 

The  Balanced  Budget  Act  of  1997  (BBA)  created  the  Children's  Health  Insurance 
Program,  which  is  providing  a  landmark  opportunity  to  improve  children's  health 
and  help  working  families  who  do  not  earn  enough  to  afford  coverage  for  their  chil- 
dren. I  am  happy  to  report  that  the  CHIP  program  is  strong  and  growing,  with  52 
plans  now  approved  that  States  and  territories  expect  to  cover  up  to  2.5  million  chil- 
dren by  September  2000.  We  estimate  that  there  are  now  more  than  one  million 
children  enrolled,  and  coverage  for  these  children  also  provides  a  new  and  impor- 
tant source  of  financial  support  for  the  public  health  care  facilities  where  they  are 
receiving  care. 

The  BBA  also  enacted  important  new  payment  system  reforms  that  promote  effi- 
ciency and  prudent  use  of  taxpayer  dollars.  These  reforms  are  critical  to  strengthen- 
ing and  protecting  Medicare  so  that  it  can  continue  its  role  in  supporting  the  public 
health  infrastructure  in  the  future.  The  Medicare  Trust  Fund,  which  was  projected 
to  be  insolvent  by  1999  when  President  Clinton  took  office,  is  now  projected  to  be 
solvent  until  2015. 

The  BBA  included  several  provisions  to  strengthen  the  rural  health  care  infra- 
structure. Medicare  had  already  provided  special  payment  support  to  more  than  half 
of  all  rural  hospitals.  The  BBA  provides  additional  support  for  small  "critical  access" 
and  other  rural  hospitals.  And  it  authorizes  payment  for  "telemedicine"  to  bring 
urban  technology  and  expertise  to  rural  providers  and  their  patients  by  phone  and 
computer.  As  a  result,  average  Medicare  payment  per  rural  patient  is  now  rising. 

In  most  cases,  the  BBA  prescribes  in  great  detail  the  changes  we  are  required  to 
make.  We  are  committed  to  affording  providers  maximum  flexibility  within  our  lim- 
ited discretion  as  we  implement  the  BBA.  Change  of  this  magnitude  always  requires 
adjustment.  It  is.not  surprising  that  market  corrections  would  result  from  such  sig- 
nificant legislation. 

Our  first  and  foremost  concern  has  always  been  and  will  continue  to  be  the  effect 
of  policy  changes  on  beneficiaries'  access  to  affordable,  quality  health  care.  We  are 
proactively  monitoring  the  impact  of  the  BBA  to  ensure  that  beneficiary  access  to 
covered  services  is  not  compromised.  Our  regional  offices  are  gathering  extensive  in- 
formation from  around  the  country  to  help  us  determine  whether  specific  corrective 
actions  may  be  necessary.  We  should  be  cautious  about  making  changes  to  the  BBA 
until  we  consider  information  and  evidence  of  problems  in  beneficiary  access  to  qual- 
ity care. 

The  President's  Medicare  reform  plan  does  set  aside  $7.5  billion  for  adjustments 
to  BBA  reforms  that  may  be  needed  to  protect  beneficiaries'  access  to  high  quality 
care.  If  there  is  credible  evidence  that  adjustments  are  necessary  to  protect  access 
to  care,  there  will  be  reserves  on  hand  to  fund  those  adjustments.  The  President's 
plan  also  includes  several  initiatives  specifically  targeted  to  help  rural  providers.  It 
makes  it  easier  for  rural  facilities  to  be  reclassified  to  obtain  urban  payment  rates, 
gives  rural  facilities  larger  pay  hikes  from  2003  to  2009,  and  adjusts  the  BBA's  new 
outpatient  prospective  payment  system  to  increase  payments  to  low-volume  rural 
hospitals  and  other  facilities  that  would  otherwise  be  disproportionately  affected  by 
the  new  system. 

It  is  clear  that  the  BBA  is  succeeding  in  promoting  efficiency  and  extending  the 
life  of  the  Medicare  Trust  Fund.  However,  the  BBA  is  only  one  factor  contributing 
to  changes  in  Medicare  spending.  Our  actuaries  tell  us  that  low  inflation  from  a 
strong  economy  and  aggressive  efforts  to  pay  correctly  and  to  fight  fraud,  waste,  and 
abuse  are  also  having  an  impact  on  total  spending.  We  have  significantly  decreased 
the  number  of  improper  payments  made  by  Medicare.  And,  for  the  first  time  ever, 
the  hospital  case  mix  index  is  down  due  to  efforts  to  stop  "upcoding,"  the  practice 
of  billing  for  more  serious  diagnoses  than  patients  actually  have  in  order  to  obtain 
higher  reimbursement.  It  is  also  important  to  note  that  some  of  the  slowdown  in 
spending  growth  results  from  slower  claims  processing  and  payment  during  the 
transition  to  new  payment  systems. 
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The  BBA  also  is  only  one  factor  contributing  to  provider  challenges  in  the  rapidly 
evolving  health  care  market  place.  Efforts  to  pay  right  and  promote  efficiency  may 
mean  that  Medicare  no  longer  makes  up  for  losses  or  inefficiencies  elsewhere.  We 
are  concerned  about  reports  about  the  financial  conditions  of  some  providers.  How- 
ever, it  is  essential  that  we  distinguish  the  BBA's  impact  from  the  effects  of  excess 
capacity,  discounted  rates  to  other  payers,  aggressive  competition,  and  other  market 
factors  not  caused  by  the  BBA. 

Payment  Reforms 

The  BBA  made  substantial  changes  to  the  way  we  reimburse  providers  in  the  tra- 
ditional fee-for-service  Medicare  program.  We  have  made  solid  progress  in  imple- 
menting these  payment  reforms.  For  example,  we  have: 

•  modified  inpatient  hospital  payment  rules; 

•  established  a  prospective  payment  system  for  skilled  nursing  facilities  to  en- 
courage facilities  to  provide  care  that  is  both  efficient  and  appropriate; 

•  refined  the  physician  payment  system,  as  called  for  in  the  BBA,  to  more  accu- 
rately reflect  practice  expenses  for  primary  and  specialty  care  physicians;  and 

•  initiated  the  development  of  prospective  payment  systems  for  home  health 
agencies,  outpatient  hospital  care,  and  rehabilitation  hospitals  that  will  be  imple- 
mented once  the  Year  2000  computer  challenge  has  been  addressed;  and, 

•  begun  implementing  an  important  test  of  whether  market  forces  can  help  Medi- 
care and  its  beneficiaries  save  money  on  durable  medical  equipment. 

Monitoring  Access 

The  payment  reforms  have  created  change  for  many  of  our  providers,  even  though 
the  percentage  of  providers  who  signed  Medicare  participation  agreements  increased 
by  more  than  6  percent  to  a  record  85  percent  for  1999.  As  mentioned  above,  our 
first  and  foremost  concern  continues  to  be  the  effect  of  policy  changes  on  bene- 
ficiaries' access  to  affordable,  quality  health  care.  We  are  proactively  monitoring  the 
impact  of  the  BBA  to  ensure  that  beneficiary  access  to  covered  services  is  not  com- 
promised. In  addition  to  these  efforts,  we  are  systematically  gathering  data  from 
media  reports,  beneficiary  advocacy  groups,  providers,  Area  Agencies  on  Aging, 
State  Health  Insurance  Assistance  Programs,  claims  processing  contractors,  State 
health  officials,  and  other  sources  to  look  for  objective  information  and  evidence  of 
the  impact  of  BBA  changes  on  access  to  quality  care. 

We  are  examining  information  available  from  the  Securities  and  Exchange  Com- 
mission and  Wall  Street  analysts  on  leading  publicly  traded  health  care  corpora- 
tions. This  can  help  us  understand  trends  and  Medicare's  role  in  net  income,  reve- 
nues and  expenses,  as  well  as  provide  indicators  of  liquidity  and  leverage,  occupancy 
rates,  states-of-operation,  lines  of  business  exited  or  sold  by  the  company,  and  other 
costs  which  may  be  related  to  discontinued  operations. 

We  are  monitoring  Census  Bureau  data,  which  allow  us  to  gauge  the  importance 
of  Medicare  in  each  health  service  industry,  looking  at  financial  trends  in  revenue 
sources  by  major  service  sectors,  and  tracking  profit  margin  trends  for  tax-exempt 
providers. 

We  are  monitoring  the  Bureau  of  Labor  Statistics  monthly  employment  statistics 
for  employment  trends  in  different  parts  of  the  health  care  industry.  Such  data 
show,  for  example,  that  the  total  number  of  hours  worked  by  employees  of  independ- 
ent home  health  agencies  is  at  about  the  same  level  as  in  1996.  That  provides  a 
more  useful  indicator  of  actual  home  health  care  usage  after  the  BBA  than  statistics 
on  the  number  of  agency  closures  and  mergers. 

We  are  being  assisted  by  our  colleagues  at  the  HHS  Inspector  General's  office. 
They  have  agreed  to  study  the  impact  of  the  BBA's  $1,500  limits  on  outpatient  reha- 
bilitation therapy.  They  have  also  agreed  to  interview  hospital  discharge  planners 
as  to  whether  they  are  having  difficulty  placing  beneficiaries  in  home  health  care 
or  skilled  nursing  facilities.  Results  of  that  study  should  help  provide  information 
in  addition  to  surveys  done  for  the  General  Accounting  Office  and  the  Medicare  Pay- 
ment Advisory  Commission  of  home  health  agencies.  And,  because  home  health 
beneficiaries  are  among  the  most  vulnerable,  we  have  established  a  work  group  to 
develop  an  ongoing  strategy  for  monitoring  beneficiary  access  and  agency  closures. 

Specific  BBA  Provisions 

Rural  Initiatives:  Many  initiatives  were  included  in  the  BBA  to  maintain  the 
health  care  infrastructure  in  small  rural  communities  and  preserve  access  to  exist- 
ing primary  care  services.  In  addition,  provisions  were  included  to  provide  limited 
acute  care  and  emergency  care  services  to  rural  Medicare  beneficiaries.  These  in- 
clude: 

•  allowing  very  small  "critical  access"  rural  hospitals,  those  with  no  more  than 
15  inpatient  beds  that  offer  24  hour  emergency  care  and  are  located  more  than  a 
35  mile  drive  from  the  any  other  hospital,  to  be  reimbursed  based  on  what  they 
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spend  for  each  patient,  rather  than  on  the  average  expected  cost  for  specific  diag- 
noses that  most  hospitals  are  paid; 

•  extending  the  "Medicare  dependent  hospital"  designation,  which  was  set  to  ex- 
pire, providing  higher  reimbursement  for  rural  facilities  with  less  than  100  beds 
serving  large  numbers  of  Medicare  beneficiaries. 

•  permanently  grandfathering  special  "rural  referral  center"  status  for  any  hos- 
pitals designated  as  such  in  1991,  which  provides  higher  reimbursement  to  facilities 
with  275  or  more  beds  serving  large  numbers  of  beneficiaries  living  more  that  25 
miles  away  from  the  facility  or  referred  from  other  hospitals 

•  allowing  rural  hospitals  whose  average  cost  per  case  is  75  percent  greater  than 
their  current  Medicare  per  case  payment  to  be  eligible  for  special  "disproportionate 
share"  payments  available  to  hospitals  serving  large  numbers  of  low  income  patients 

•  authorizing  payment  for  telemedicine,  in  which  medical  consultations  are  con- 
ducted via  phones  and  computers,  for  beneficiaries  residing  in  a  rural  areas  that 
have  a  shortage  of  health  care  professionals. 

Home  Health:  The  BBA  closed  loopholes  that  had  invited  fraud,  waste  and  abuse. 
For  example,  it  stopped  the  practice  of  billing  for  care  delivered  in  low  cost,  rural 
areas  for  care  from  urban  offices  at  high  urban-area  rates.  It  tightened  eligibility 
rules  so  patients  who  only  need  blood  drawn  no  longer  qualify  for  the  entire  range 
of  home  health  services.  And  it  created  an  interim  payment  system  to  be  used  while 
we  develop  a  prospective  payment  system.  We  expect  to  have  the  prospective  pay- 
ment system  in  place  by  the  October  1,  2000  statutory  deadline.  We  expect  to  pub- 
lish a  proposed  regulation  this  October  so  we  can  beg  in  receiving  and  evaluating 
public  comments,  and  a  final  rule  in  July  2000. 

The  interim  payment  system  is  a  first  step  toward  giving  home  health  agencies 
incentives  to  provide  care  efficiently.  Before  the  BBA,  reimbursement  was  based  on 
the  costs  they  incurred  in  providing  care,  subject  to  a  per  visit  limit,  and  this  en- 
couraged agencies  to  provide  more  visits  and  to  increase  costs  up  to  their  limit.  The 
interim  system  includes  a  new,  aggregate  per  beneficiary  limit  designed  to  provide 
incentives  for  efficiency  until  the  prospective  payment  system  can  be  implemented. 

Last  year  Congress  raised  the  limits  on  costs  somewhat  in  an  effort  to  help  agen- 
cies under  the  interim  system.  We  are  also  taking  steps  to  help  agencies  adjust  to 
these  changes,  and  in  March  we  held  a  town  hall  meeting  to  hear  directly  from 
home  health  providers  about  their  concerns.  We  are  giving  agencies  up  to  a  year 
to  repay  overpayments  resulting  from  the  interim  payment  system.  And,  effective 
July  1,  we  stopped  the  sequential  billing  policy  that  had  raised  cash  flow  concerns 
for  some  agencies.  This  rule  was  designed  to  help  facilitate  the  transfer  of  payment 
for  care  not  related  to  inpatient  hospital  care  from  Part  A  to  Part  B,  but  we  have 
determined  we  can  accomplish  the  transfer  through  other  means. 

At  the  same  time,  we  are  implementing  the  Outcome  and  Assessment  Information 
Set  (OASIS).  OASIS  fulfills  a  statutory  mandate  for  a  "standardized,  reproducible" 
home  care  assessment  instrument.  It  will  help  home  health  agencies  determine 
what  patients  need.  It  will  help  improve  the  quality  of  care.  And  it  is  essential  for 
accurate  payment  under  prospective  payment. 

To  date,  evaluations  by  us  and  the  GAO  have  not  found  that  reduced  home  health 
spending  is  causing  quality  or  access  problems.  However,  as  mentioned  above,  be- 
cause home  health  beneficiaries  are  among  the  most  vulnerable,  we  are  planning 
for  ongoing  detailed  monitoring  of  beneficiary  access  and  agency  closures. 

We  are  also  taking  steps  to  help  home  health  agencies  adjust,  including  an  in- 
crease in  time  to  repay  overpayments,  a  delay  in  the  requirement  to  obtain  surety 
bonds,  and  limiting  the  amount  of  surety  bonds  to  $50,000  and  not  15  percent  of 
agency  Medicare  revenues  as  was  proposed  earlier. 

Skilled  Nursing  Facilities:  We  implemented  the  new  skilled  nursing  facility  pro- 
spective payment  system  called  for  in  the  BBA  on  July  1,  1998.  The  old  payment 
system  was  based  on  actual  costs  and  included  no  incentives  to  provide  care  effi- 
ciently. The  new  system  uses  mean  based  prices  adjusted  for  each  patient's  clinical 
condition  and  care  needs,  as  well  as  geographic  variation  in  wages.  It  creates  incen- 
tives to  provide  care  more  efficiently  by  relating  payments  to  patient  need,  and  en- 
ables Medicare  to  be  a  more  prudent  purchaser  of  these  services. 

The  BBA  mandated  a  per  them  prospective  payment  system  covering  all  routine, 
ancillary,  and  capital  costs  related  to  covered  services  provided  to  beneficiaries 
under  Medicare  Part  A.  The  law  requires  use  of  1995  as  a  base  year,  and  implemen- 
tation by  July  1,  1998  with  a  three  year  transition.  It  did  not  allow  for  exceptions 
to  the  transition,  carving  out  of  any  service,  or  creation  of  an  outliner  policy.  We 
are  carefully  reviewing  the  possibility  of  making  administrative  changes  to  the  PPS, 
but  we  believe  we  have  little  discretion. 

We  held  a  town  hall  meeting  earlier  this  year  to  hear  a  broad  range  of  provider 
concerns.  There  were  concerns  that  the  prospective  payment  system  does  not  fully 
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reflect  the  costs  of  non-therapy  ancillaries  such  as  drugs  for  high  acuity  patients. 
We  share  these  concerns  and  are  conducting  research  that  will  serve  as  the  basis 
for  refinements  to  the  resource  utilization  groups  that  we  expect  to  implement  next 
year.  And  we  fully  expect  that  we  will  need  to  periodically  evaluate  the  system  to 
ensure  that  it  appropriately  reflects  changes  in  care  practice  and  the  Medicare  pop- 
ulation. We  are  concerned  about  anecdotal  reports  of  problems  resulting  from  the 
prospective  payment  system.  As  stated  earlier,  we  have  asked  the  HHS  Inspector 
General  to  evaluate  the  situation. 

Outpatient  Rehabilitation  Therapy:  The  BBA  imposed  $1500  caps  on  the  amount 
of  outpatient  rehabilitation  therapy  services  that  can  be  reimbursed.  We  continue 
to  be  concerned  about  these  limits  and  are  troubled  by  anecdotal  reports  about  the 
adverse  impact  of  these  limits.  Limits  on  these  services  of  $1500  may  not  be  suffi- 
cient to  cover  necessary  care  for  all  beneficiaries.  Because  of  our  concern,  our  HHS 
Inspector  General  colleagues  have  agreed  to  study  the  impact  of  the  BBA's  $1500 
limit  on  outpatient  rehabilitation  therapy  to  help  us  judge  whether  and  how  any  ad- 
justments to  the  cap  should  be  made. 

Hospitals:  We  have  implemented  the  bulk  of  the  inpatient  hospital-related 
changes  included  in  the  BBA  in  updated  regulations.  We  have  implemented  sub- 
stantial refinements  to  hospital  Graduate  Medical  Education  payments  and  policy 
to  encourage  training  of  primary  care  physicians,  promote  training  in  ambulatory 
and  managed  care  where  beneficiaries  are  receiving  more  and  more  services,  curtail 
increases  in  the  number  of  residents,  and  slow  the  rate  of  increase  in  spending.  We 
have  implemented  provisions  designed  to  strengthen  rural  health  care  systems.  And 
we  froze  inpatient  hospital  payments  in  fiscal  year  1998,  as  required  under  the 
BBA,  resulting  in  substantial  savings  to  taxpayers  and  the  Medicare  Trust  Fund. 

The  BBA  also  called  for  a  prospective  payment  system  for  outpatient  care,  which 
we  expect  to  implement  next  year.  The  outpatient  prospective  payment  system  will 
include  a  gradual  correction  to  the  old  payment  system  in  which  beneficiaries  were 
paying  their  20  percent  copayment  based  on  hospital  charges,  rather  than  on  Medi- 
care payment  rates.  Regrettably,  implementation  of  the  prospective  payment  system 
as  originally  scheduled  would  have  required  numerous  complex  systems  changes 
that  could  substantially  jeopardize  our  Year  2000  efforts.  We  are  working  to  imple- 
ment this  system  as  quickly  as  the  Year  2000  challenge  allows.  We  issued  a  Notice 
of  Proposed  Rule  Making  in  September  1998  outlining  plans  for  the  new  system  so 
that  hospitals  and  others  can  begin  providing  comments  and  suggestions.  We  are 
making  data  files  available  to  the  industry,  and  we  have  extended  the  comment  pe- 
riod until  June  30,  1999  so  the  industry  and  other  interested  parties  will  have  suffi- 
cient time  and  information  to  comment. 

We  do  have  greater  concern  for  rural,  inner  city,  cancer,  and  teaching  hospitals 
because  our  analysis  suggests  that  the  outpatient  prospective  payment  system  will 
have  a  disproportionate  impact  on  these  facilities.  We  are  reviewing  the  many  com- 
ments we  have  received  on  the  proposed  regulation  and  we  are  continuing  to  de- 
velop possible  modifications  to  the  system  for  inclusion  in  the  final  rule. 

Physicians:  As  directed  by  the  BBA,  we  have  begun  implementing  the  resource- 
based  system  for  practice  expenses  under  the  physician  fee  schedule,  with  a  transi- 
tion to  full  implementation  by  2002  in  a  budget-neutral  fashion  that  will  raise  pay- 
ment for  some  physicians  and  lower  it  for  others.  The  methodology  we  used  address- 
es many  concerns  raised  by  physicians  and  meets  the  BBA  requirements.  We  fully 
expect  to  update  and  refine  the  practice  expense  relative  value  units  in  our  annual 
regulations  revising  the  Medicare  fee  schedule.  We  plan  to  include  the  BBA-man- 
dated  resource-based  system  for  malpractice  relative  value  units  in  this  year's  pro- 
posed rule.  We  welcome  and  encourage  the.  ongoing  contributions  of  the  medical 
community  to  this  process,  and  we  will  continue  to  monitor  beneficiary  access  to 
care  and  utilization  of  services  as  the  new  system  is  fully  implemented. 

We  also  are  seeking  legislation  to  refine  the  BBA's  Sustainable  Growth  Rate  for 
physician  payment.  Medicare  payments  for  physician  services  are  annually  updated 
for  inflation  and  adjusted  by  comparing  actual  physician  spending  to  a  national  tar- 
get for  physician  spending.  The  BBA  replaced  the  former  physician  spending  target 
rate  of  growth,  the  Medicare  Volume  Performance  Standard,  with  the  Sustainable 
Growth  Rate  (SGR).  The  SGR  takes  into  account  price  changes,  fee-for-service  en- 
rollment changes,  real  gross  domestic  product  per  capita,  and  changes  in  law  or  reg- 
ulation affecting  the  baseline. 

After  BBA  was  enacted,  HCFA  actuaries  discovered  that  the  SGR  system  is  un- 
stable, and  would  result  in  unreasonable  fluctuations  from  year  to  year.  Also,  the 
SGR  target  cannot  be  revised  to  account  for  new  data.  The  President's  fiscal  2000 
budget  contains  a  legislative  proposal  to  deal  with  these  issues. 

CONCLUSION 
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The  BBA  made  important  changes  to  the  fee-for-service  Medicare  program  to 
strengthen  and  protect  it  for  the  future.  These  changes,  along  with  a  strong  econ- 
omy and  our  increased  efforts  to  combat  fraud,  waste,  and  abuse,  have  extended  the 
life  of  the  Trust  Fund  until  2015.  Change  of  the  magnitude  encompassed  in  the  BBA 
inevitably  requires  adjustment  and  fine  tuning.  It  is  not  surprising  that  market  cor- 
rections would  result  from  such  significant  legislation. 

As  always,  we  remain  concerned  about  the  effect  of  policy  changes  on  bene- 
ficiaries' access  to  affordable,  quality  health  care.  We  are  proactively  monitoring  the 
impact  of  the  BBA  to  ensure  that  beneficiary  access  to  covered  services  is  not  com- 
promised. Our  regional  offices  are  gathering  extensive  information  from  around  the 
country  to  help  us  determine  whether  specific  corrective  actions  may  be  necessary. 
And  we  welcome  the  opportunity  to  look  at  any  new  information  regarding  bene- 
ficiary access  to  quality  care.  We  are  committed  to  looking  at  possible  refinements 
to  the  BBA  that  are  within  our  administrative  authority.  However,  we  should  be 
cautious  about  making  changes  to  the  BBA  until  we  consider  information  and  evi- 
dence of  problems  in  beneficiary  access  to  quality  care.  We  look  forward  to  continu- 
ing to  work  with  this  Committee  to  identify  issues  of  concern,  and  we  will  keep  you 
up  to  date  on  the  status  our  of  implementation  of  the  BBA..  I  thank  you  for  holding 
this  hearing,  and  I  am  happy  to  answer  your  questions. 

Senator  Brownback.  All  right.  Thank  you,  Joe.  I  appreciate  that, 
and  we  will  have  some  questions.  And  we  may,  if  we  get  a  chance, 
will  you  be  able  to  stay  around  for  the  

Mr.  Tilghman.  I  have  got  a  6:30  flight,  but  I  am  around  till  5:30 
then. 

Senator  Brownback.  Well,  we  will  make  that. 
Mr.  Tilghman.  OK. 

Senator  Brownback.  But,  if  you  could,  stay  around,  because  I 
would  like  to  be  able  to  have  the  audience  as  well,  at  the  end  of 
all  the  panels,  be  able  to  ask  you  and  possibly  some  others  ques- 
tions as  well  so  that  we  could  get  that  dialogue  going  as  well. 

Dr.  Myers,  thank  you  for  joining  us,  and  the  floor  is  yours. 

Dr.  Myers.  Thank  you,  Senator  Brownback,  distinguished  fellow 
panelists,  and  members  of  the  audience. 

I  really  do  appreciate  being  invited  today.  I  would  like  to  talk  to 
you  about  current  Federal  programs  designed  to  help  rural  provid- 
ers and  their  communities  deal  with  ongoing  Medicare  changes. 

But  I  also  came  to  listen.  Already  spent  an  interesting  morning 
here  at  this  particular  institution,  which  is  kind  of  a  real  positive 
example  of  a  regional  academic  medical  center  with  a  strong  rural 
focus — its  rural  health  education  programs. 

I  might  also  mention  that  my  forbearers  put  down  roots  in  Butler 
County  130  years  ago.  And  I  remember  just  enough  about  August 
in  Augusta  not  to  take  some  of  the  material  about  weather  in 
Washington  too  seriously. 

A  little  about  the  Federal  Office  of  Rural  Health  Policy.  We  were 
started  in  1987  right  after  the  introduction  of  prospective  payment. 
There  was  a  die  off  of  rural  hospitals  at  that  time,  and  the  Con- 
gress, in  its  concern,  set  up  our  office  to  advise  the  Secretary  on 
the  impact  of  departmental  policies  and  regulations  on  rural  health 
facilities  and  infrastructure. 

So  we  do  work  hard  to  seek  solutions  to  health  care  problems  in 
rural  communities,  working  with  other  agencies,  with  the  State, 
national  associations,  so  forth.  In  short,  we  sort  of  function  as  a 
rural  health  advocate,  if  not  inside,  at  least  very  near  the  beltway. 

Maybe  to  State  the  obvious,  Medicare  is  peculiarly  important  in 
rural  areas.  For  one  thing,  a  larger  proportion  of  rural  people  are 
Medicare  beneficiaries  than  in  urban  about.  About  18  percent  of 
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rural  people  versus  15  percent  in  metro  areas  are  Medicare  bene- 
ficiaries. 

Medicare  payments  account  for  at  least  a  third  of  practice  income 
to  rural  physicians  across  the  country.  About  30  percent  of  rural 
hospital  revenues  come  from  Medicare,  and  that  figure  can  reach 
as  high  as  80  percent.  Personally,  I  think  I  have  never  worked  in 
a  rural  hospital  that  had  less  than  50  percent  of  its  revenues  com- 
ing from  Medicare — very  important  program. 

Half  of  all  patient  days  in  rural  hospitals  are  for  Medicare  bene- 
ficiaries, compared  to  37  percent  for  urban  hospitals. 

Finally,  we  should  all  keep  in  mind  that  rural  health  care  is  a 
bargain  for  Medicare  with  the  per  beneficiary  payments  averaging 
about  $1,000  less  for  rural  people  than  for  urban  people. 

Senator  Brownback.  That  has  been  a  bone  of  contention  for  a 
number  of  us  for  some  period  of  time. 

Dr.  Myers.  Well,  what  can  I  say.  As  you  know,  changes  in  the 
Medical  payments  that  are  contained  in  the  Balanced  Budget  Act 
of  1997  could  have  a  significant  impact  on  the  health  care  infra- 
structure in  rural  towns  across  the  country. 

My  colleague  has  described  these  reforms  in  more  detail,  but  you 
should  be  aware  that  the  Department  is  really  watching — looking 
very  closely,  and  some  of  those  studies  are  from  within  HCFA 
itself,  others  from  within  our  office.  But  this  is  not  an  item  that 
is  being  taken  lightly  in  the  administration. 

I  would  like  to  mention  to  you  a  wide  range  of  Federal  programs 
that  directly  address  the  rural  unique  health  care  system  needs. 
There  are  State  Offices  of  Rural  Health  in  each  of  the  50  states. 
We  put  some  modest  matching  grant  money  into  that.  The  office 
in  Kansas  is  directed  by  Dick  Morrissey.  And,  under  his  very  able 
leadership,  I  would  have  to  say  it  is  one  of  the  most  effective  in 
the  country. 

Our  Rural  Outreach  and  Network  Development  programs  help 
rural  communities  find  innovative  ways  to  delivery  health  services 
and  to  organize  health  care  services. 

We  support  five  rural  health  research  centers  across  the  country, 
and  those  are  particularly  the  institutions  that  are  paying  a  lot  of 
attention  to  the  impact  of  the  Balanced  Budget  Act  on  rural  provid- 
ers and  communities. 

The  office  staffs  the  National  Advisory  Committee  on  Rural 
health.  It  makes  policy  recommendations  to  the  Secretary.  It  is  cur- 
rently looking  at  issues  related  to  the  impact  of  the  Balanced  Budg- 
et Act.  I  would  like  to  thank  Don  Wilson,  the  president  of  the  Kan- 
sas Hospital  Association,  for  his  service  as  a  member  of  that  com- 
mittee. 

I  am  also  pleased  to  announce  that  Senator  Kassebaum-Baker 
has  accepted  the  Secretary's  invitation  to  become  the  new  chair  of 
that  National  Advisory  Committee. 

There  are  a  number  of  other  programs  that  bring  services  to  un- 
der served  rural  communities,  including  National  Health  Service 
Corps  that  is  coming  up  for  reauthorization,  Community  Health 
Centers.  We  now  have  over  3,500  rural  health  clinics  scattered 
across  the  United  States. 

We  are  particularly  excited  about  the  new  $25  million  rural  hos- 
pital flexibility  program.  And  these  are  grants  to  states  to  help  the 
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states  help  local  community  hospitals,  and  local  communities  orga- 
nize their  transition  to  critical  access  hospitals,  facilities  that  really 
have  the  flexibility  to  tune  their  mission  to  the  needs  of  the  local 
community,  particularly  focusing  on  emergency  services,  short-term 
stays,  but  a  great  deal  of  latitude  to  retool  their  particular  situa- 
tion to  meet  the  needs  of  their  local  communities. 

In  conclusion,  I  thank  you  for  inviting  me.  I  look  forward  to  the 
opportunity  to  hear  from  Kansans  and  learn  more  about  your  situ- 
ation. 

[The  prepared  statement  of  Dr.  Myers  follows:] 

Prepared  Statement  of  Wayne  Myers,  M.D. 

First,  however,  let  me  tell  you  a  little  about  the  Federal  Office  of  Rural  Health 
Policy,  We  were  established  in  1987  to  inform  and  advise  the  Secretary  on  the  rural 
impact  of  the  Department's  policies  and  regulations.  We  work  hard  to  seek  solutions 
to  health  care  problems  in  rural  communities  by  working  with  other  Federal  agen- 
cies, the  States,  national  associations,  foundations  and  the  private  sector.  In  short, 
we  are  rural  health  advocates  inside  the  beltway. 

As  all  of  you  know,  Medicare  policies  are  very  important  to  the  rural  health  care 
delivery  system  because: 

•  A  greater  percentage  of  rural  residents  are  Medicare  beneficiaries,  compared  to 
urban  residents  ( 18  vs  15); 

•  Medicare  payments  account  for  (1)  33  percent  of  practice  revenues  for  rural 
physicians  (2)  39  percent  of  rural  hospital  inpatient  revenue,  and  (3)  it  can  reach 
as  high  as  80  percent  of  inpatient  revenues  for  small  rural  hospitals. 

•  50  percent  of  all  patient  days  in  rural  hospitals  are  from  Medicare  beneficiaries; 
compared  to  37  percent  in  urban  hospitals; 

•  And  finally,  total  Medicare  payment  per  beneficiary  is  nearly  $1,000  less  for 
rural  beneficiaries  than  for  urban  beneficiaries. 

As  you  can  see,  changes  in  Medicare  payments  that  are  contained  in  the  Balanced 
Budget  Act  of  1997  could  have  a  significant  impact  on  the  health  care  infrastructure 
of  rural  towns  all  across  America.  My  colleague  from  the  Health  Care  Financing  Ad- 
ministration has  described  some  of  these  reforms  in  more  detail.  I  can  assure  you, 
however,  that  the  Department  is  closely  monitoring  the  impact  of  these  changes. 

While  Medicare  payments  and  policies  are  critical,  there  is  currently  a  wide  range 
of  Federal  programs  that  directly  address  the  unique  health  care  needs  of  rural 
communities  -  many  of  which  are  being  implemented  by  my  Office.  For  example: 

•  The  State  Office  of  Rural  Health  program  provides  matching  grants  to  all  50 
states.  Thanks  to  the  leadership  provided  by  Dick  Morrissey,  Kansas  has  one  of  the 
finest  in  the  nation. 

•  Our  Rural  Outreach  and  Network  Development  programs  help  rural  commu- 
nities find  innovative  ways  to  stretch  and  coordinate  their  scarce  health  care  dol- 
lars. 

•  We  support  five  rural  health  research  centers  around  the  country.  A  number 
of  them  are  currently  conducting  studies  to  identify  the  impact  of  the  BBA  on  rural 
providers  and  communities. 

•  The  office  staffs  the  National  Advisory  Committee  on  Rural  Health  that  makes 
policy  recommendations  annually  to  the  Secretary.  It  is  currently  looking  at  issues 
related  to  the  BBA.  Don  Wilson,  President  of  the  Kansas  Hospital  Association,  wTas 
a  former  member,  and  his  strong  advocacy  for  rural  hospitals  helped  shaped  many 
of  their  recommendations.  I  am  also  pleased  to  announce  that  Senator  Kassebaum- 
Baker  has  accepted  the  Secretary's  invitation  to  be  the  new  chair  of  this  Committee. 

•  The  Children's  Health  Insurance  Program  is  a  major  initiative  that  is  helping 
States  provide  coverage  to  10  million  children  in  families  that  work,  but  are  still 
too  poor  to  afford  health  insurance. 

•  There  are  also  a  number  of  other  programs  that  help  bring  services  to  under- 
served  rural  areas  including  Community  Health  Centers,  and  the  National  Health 
Service  Corps.  There  are  now  more  than  3500  Rural  Health  Clinics  that  currently 
receive  cost-based  reimbursement  from  Medicare. 

•  Starting  this  year,  my  Office  will  administer  the  new  $25  million  Rural  Hospital 
Flexibility  program.  We  are  currently  providing  grants  of  up  to  $800,000  to  States 
to  support  network  development  and  stabilize  their  small  rural  hospitals  by  helping 
them  consider,  plan  for,  and  obtain  designation  as  a  "Critical  Access  Hospital'. 
These  CAHs  can  strengthen  their  outpatient,  primary  care  and  emergency  services 
while  maintaining  a  limited  inpatient  capacity.  To  help  them  financially,  the  Fed- 
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eral  Government  will  pay  on  a  cost  basis  for  care  delivered  to  Medicare  patients. 
The  successful  implementation  of  an  earlier  demonstration  project  here  in  Kansas 
helped  convince  the  Congress  to  let  all  States  participate  in  this  program. 

There  are,  in  addition  to  the  ones  I  described,  many  Federal  programs  currently 
available  for  rural  health.  I  always  urge  rural  communities  to  come  together — decide 
what  they  need — and  then  apply  for  these  grants. 

In  conclusion,  I  want  to  thank  Senator  Brownback  for  the  opportunity  to  be  here 
today,  and  I  will  be  pleased  to  try  to  answer  any  questions  you  may  have. 

Senator  Brownback.  Thank  you,  Dr.  Myers.  And  welcome  again 
to  Kansas.  Dr.  Fonner,  thank  you  for  joining  us,  and  the  floor  is 
yours. 

Dr.  Fonner.  Thank  you,  Senator.  Can  you  hear  me  okay  or  do 
I  need  to  move  these  up? 

Senator  Brownback.  Why  don't  you  get  close  to  that.  I  think — 
make  sure  it  projects  well. 

Dr.  Fonner.  All  right.  I  know  we  are  supposed  to  talk  slow.  That 
is  written  on  one  set  of  notes  up  here.  But  we  have  a  light  that 
we  are  watching.  And  if  it  is  yellow  that  means  we  have  1  minute. 
If  it  is  red,  we  are  dead. 

Senator  Brownback.  Yes,  you  haven't  seen  this  over  here.  You 
guys  can  start  applauding  when  it  turns  if  you  want  to. 

Dr.  Fonner.  I  want  to  thank  you  for  the  opportunity  to  make  a 
presentation  and  thank  Dr.  Meek  from  the  medical  school  and  our 
Commission  chair,  Tony  Fernandez,  from  Fort  Hays  State,  and  Sec- 
retary Clyde  Graeber,  who  encouraged  me  to  make  this  presen- 
tation today. 

I  represent  the  Governor's  Public  Health  Improvement  Commis- 
sion, and  we  are  developing  a  plan  to  strengthen  the  state's  public 
health  system  to  anticipate  the  challenges  of  the  21st  century  in 
terms  of  diseases  and  aging  and  considerations  that  we  share  with 
you. 

We  view  public  health  as  a  responsibility  and  opportunity  to  pro- 
tect and  promote  the  health  of  individuals  in  the  State  and  their 
livelihoods  and  the  environment.  And  we  see  this  as  a  shared  re- 
sponsibility. 

So  many  of  the  individuals  in  the  audience  here  have  partici- 
pated in  our  Commission  activities.  And  it  is  meant  to  be  an  inclu- 
sive process,  not  a  competitive  process.  So  we  are  trying  to  promote 
collaboration. 

We  see  public  health  as  shared  in  the  sense  that  it  is  an  individ- 
ual responsibility  and  a  family  responsibility,  responsibility  of 
neighborhoods  and  schools  and  local  providers. 

It  is  meant  to  care  for  our  elderly  parents  and  individuals  that 
live  in  rural  areas.  It  is  meant  to  care  for  our  children  and  help 
them  to  excel  in  school. 

We  see  Federal  and  State  and  local  governments  having  bottom 
line  responsibility  for  the  public  health  infrastructure.  Government 
agencies  are  a  major  source  of  funding,  and  they  really  serve  as  the 
foundation  for  our  decision  making  in  this  area. 

Public  health  infrastructure  in  my  written  testimony  is  defined. 
But  it  really  consists  of  the  capacities  and  individual  competencies 
that  we  bring  forward  to  help  make  good  decisions  in  terms  of  re- 
source allocation.  I  will  leave  the  definitions  in  the  testimony  for 
you  to  review  later. 
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In  terms  of  areas  of  concern,  we  see  this  century  that  public 
health  and  medicine  have  made  enormous  contributions  to  quality 
of  life  in  our  country.  But  we  also  see  some  signs  of  stress,  and  we 
see,  in  some  respects,  a  system  that  needs  some  enhancement. 

And  so  I  want  to  direct  my  attention  to  a  couple  of  general  re- 
marks and  then  some  specific  remarks  about  the  topic  today. 

In  general,  one  of  the  concerns  of  the  Commission  is  that  we 
have  a  highly  fragmented  delivery  system.  There  are  a  lot  of  dif- 
ferent types  of  providers  that  play  overlapping  roles  and  respon- 
sibilities in  terms  of  delivering  public  health  services.  It  is  State 
public  health  departments,  local  public  health  departments,  physi- 
cians, medical  schools,  hospitals.  There  are  a  lot  of  players  in  the 
game. 

The  fragmented  system  means  that  it  is  really  important  to  fa- 
cilitate collaboration  which,  in  some  instances,  we  could  improve. 
We  also  need  to  depend  a  lot  on  data  to  develop  a  clear  picture  of 
what  the  problems  are  so  we  can  set  priorities.  And  we  need  a 
framework  for  unifying  our  leadership  to  make  good  decisions.  And 
a  fragmented  system  does  not  really  promote  that. 

Specifically,  in  terms  of  some  of  the  concerns  that  we  have  about 
financial  constraints  placed  on  local  public  health  departments  in 
the  State,  I  have  five  points  to  make. 

One  of  them  is  there  is  tremendous  variation  in  terms  of  finan- 
cial viability  across  the  State  and  country  and  different  local  com- 
munities. 

Second  point  is  that  many  of  the  local  health  providers  have  in- 
creasing volume  in  terms  of  numbers  of  elderly  and  numbers  of  un- 
insured that  they  provide  services  to.  And  also  they  have  capped 
revenues  in  many  instances  because  of  the  local  farm  economies  or 
dependence  on  oil  revenues  and  things  like  that  for  their  tax  base. 

Third  point  is  that  many  of  these  agencies  have  declining  fee  in- 
come because  of  competition  for  reimbursement  related  to  managed 
care.  And  some  have  limited  cost  of  living  increases.  For  example, 
some  health  departments  in  the  State  have  had  a  40  percent  cumu- 
lative cost  increase  since  1982,  which  does  not  

Senator  Brownback.  They  have  had  a  what  now? 

Dr.  Fonner.  Forty  percent  increase  in  cost  of  living  allowances 
in  their  budgets  since  1982,  which  does  not  keep  pace  with  infla- 
tion. Also  the  funding  that  they  do  receive  is  restricted  in  many 
ways,  and  it  is  a  complex  patchwork  of  funding  which  limits  their 
ability. 

Fourth  point  is  that,  if  hospitals  and  other  health  care  providers 
move  out  of  the  business  of  providing  health  promotion  and  health 
education,  that  is  going  to  add  stress  to  the  local  health  depart- 
ments. And  so  that,  coupled  with  prospective  payment  or  restric- 
tions in  payment,  is  going  to — it  is  going  to  create  more  difficulty 
for  the  smaller  safety  net  providers  that  are  trying  to  provide  pre- 
ventive services  as  well  as  clinical  services. 

In  terms  of  what  we  hope  to  accomplish,  we  are  in  the  process 
as  a  Commission  of  developing  a  set  of — a  framework  and  a  set  of 
recommendations  that  relate  to  how  address  some  of  these  issues 
and  broader  issues  in  terms  of  public  health  and  health  delivery. 
It  is  going  to  require  unprecedented  cooperation  in  terms  of  keep- 
ing people  at  the  table  and  keeping  a  dialogue  going. 
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Regarding  some  specific  issues,  there  are  thoughts  on  the  topic 
today — I  think  there  are  four  or  five  points  that  I  would  make  real 
briefly.  One  is  that  we  have  to  recognize  that  vulnerable  popu- 
lations, like  the  elderly  or  rural  residents  or  minorities,  may  need 
more  resources,  not  less  resources,  to  help  facilitate  their  health 
and  wellness. 

We  need  to  consider  ways  to  increase  State  and  local  health 
agency  flexibility  in  terms  of  the  way  they  can  address  community 
health  improvement,  not  place  more  restrictions  on  them. 

It  would  be  valuable  to  identify  pilot  projects  that  can  dem- 
onstrate the  effectiveness  of  population-based  efforts  to  keep  people 
healthy  and  prevent  disease. 

It  is  important  to  formulate  financing  incentives  that  encourage 
collaboration  among  public  health  medical  and  other  health  care 
providers. 

And,  finally,  we  cannot  forget  about  the  growing  number  of  unin- 
sured. And  we  have  to  look  to  the  long  view  and  not  what  I  call 
political  expediency  as  a  means  to  address  system-wide  solutions. 

And  so  those  are  the — that  is  the  conclusion  of  my  remarks.  And 
I  want  to  thank  you  for  the  opportunity. 

[The  prepared  statement  of  Dr.  Fonner  follows:] 

Prepared  Statement  of  Edwin  Fonner,  Jr.,  DrPH 
INTRODUCTION 

Senator  Brownback,  distinguished  members  of  the  Senate  Subcommittee  on  Public 
Health,  panelists,  and  guests,  thank  you  for  allowing  a  few  moments  to  comment, 
on  the  effects  of  public  financing  on  public  health  infrastructure.  I  also  wish  to 
thank  our  host,  the  Kansas  University  School  of  Medicine,  and  the  chair  of  the  Gov- 
ernor's Public  Health  Improvement  Commission,  Dr.  Tony  Fernandez,  dean  of  the 
College  of  Health  and  Life  Sciences  at  Fort  Hays  State  University,  and  Kansas  De- 
partment of  Health  and  Environment  Secretary  Clyde  Graeber  for  encouraging  me 
to  make  this  presentation. 

My  objective  today  is  to  briefly  address  the  following  questions: 

1.  Why  is  public  health  so  important  to  the  citizens  of  Kansas? 

2.  What  is  the  public  health  infrastructure? 

3.  Where  are  the  areas  of  concern? 

4.  How  can  we  begin  addressing  these  concerns? 

THE  GOVERNOR'S  PUBLIC  HEALTH  IMPROVEMENT  COMMISSION 
Our  Commission  is  the  Kansas  response  to  a  national  call  to  recommend  ways  for 
strengthening  the  public  health  system.  We  are  one  of  about  20  states  currently  as- 
sessing public  health  infrastructure  and  planning  to  make  improvements.  Two  na- 
tional foundations  (the  Robert  Wood  Johnson  and  W.K.  Kellogg  Foundations),  the 
Kansas  Health  Foundation  here  in  Wichita,  and  the  Kansas  Department  of  Health 
and  Environment  support  our  work.  The  objective  is  to  create  and  implement  a 
statewide  plan  that  ensures  our  state's  health  departments,  hospitals,  physicians, 
and  other  public  health  providers  will  be  able  to  effectively  manage  Kansans'  health 
in  the  21st  century.  We  want  to  make  Kansas  an  attractive  and  healthy  environ- 
ment for  families,  workers,  and  business. 

Our  activities  have  incorporated  several  hundred  leaders  in  the  planning  process. 
These  individuals  include  state  and  local  health  department  staff,  hospital  and 
health  plan  administrators,  HCFA  and  HHS  officials,  medical  school  and  university 
staff,  nurses,  physicians,  pharmacists,  state  legislators,  minority  groups,  and  many 
community  leaders. 

WHY  IS  PUBLIC  HEALTH  IMPORTANT  TO  THE  CITIZENS  OF  KANSAS? 

Public  health  is  concerned  with  protecting  and  promoting  our  most  important  as- 
sets in  Kansas  -  our  people,  their  livelihoods,  and  a  clean,  productive  environment. 
Focusing  on  people,  public  health  is  how  we  care  for  our  youth,  our  elderly,  and  our- 
selves— the  working  population. 

Public  health  is  a  shared  responsibility.  It  is  how  we  collectively  take  care  of 
Katie,  Sarah,  and  Abby  and  help  them  excel  on  next  year's  math  team.  It  is  about 
how  we  care  for  the  elderly — our  increasingly  fragile  parents  and  neighbors  living 
in  cities,  in  the  state's  frontier  areas,  and  rural  communities.  In  Kansas,  many  el- 
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derly  live  in  remote  communities  with  fewer  working-age  people,  where  now  and 
into  the  next  century  high  proportions  of  residents  over  age  85  will  need  care  from 
an  aging  healthcare  workforce. 

Public  health  is  a  responsibility  shared  between  us  as  individual  citizens,  families, 
neighborhoods,  communities,  and  government — local,  state,  and  federal.  Individuals 
take  responsibility  for  their  health  and  try  to  extend  their  life  expectancy.  Families 
encourage  their  children  to  excel  in  sports  and  school  and  learn  to  appreciate  their 
spirituality  and  the  American  way  of  life.  Neighborhoods  and  communities  provide 
the  supports  and  healthcare  services  that  educate  students  (like  the  fine  medical 
school  we  are  in  today),  and  provide  services  needed  in  the  community. 

Federal,  state,  and  local  government  have  bottom-line  responsibility  for  the  public 
health  infrastructure.  Government  agencies  are  a  major  source  of  funding  and  serve 
as  a  foundation  for  public  health  decision-making.  They  ensure  accountabilities,  pro- 
vide enabling  resources  and  technical  assistance,  help  mentor  workers,  and  encour- 
age healthy  lifestyles  and  a  sound  environment. 

WHAT  IS  THE  PUBLIC  HEALTH  INFRASTRUCTURE? 

The  public  health  infrastructure  in  Kansas  consists  of  those  capacities  and  com- 
petencies that  we  need  to  keep  Kansans  and  their  environment  healthy.  This  infra- 
structure includes  the  following  functions: 

•  Monitoring  health  status  to  identify  community  health  problems; 

•  Diagnosing  and  investigating  health  problems  and  health  hazards  in  the  com- 
munity; 

•  Informing,  educating,  and  empowering  people  about  health  issues; 

•  Developing  policies  and  plans  that  support  individual  and  community  health  ef- 
forts; 

•  Enforcing  laws  and  regulations  that  protect  health  and  ensure  safety; 

•  Mobilizing  community  partnerships  to  identify  and  solve  health  problems; 

•  Linking  people  to  needed  personal  health  services  and  assuring  the  provision 
of  healthcare  when  otherwise  unavailable; 

•  Assuring  a  competent  public  health  and  personal  healthcare  work  force; 

•  Evaluating  effectiveness,  accessibility,  and  quality  of  personal  and  population 
based  health  services;  and 

•  Researching  for  new  insights  and  innovative  solutions  to  health  problems. 

We,  as  a  society,  need  to  provide  adequate  financial  resources  to  maintain  these 
functions,  at  a  capacity  and  with  a  focus  appropriate  to  meet  current  and  future 
needs. 

WHERE  ARE  THE  AREAS  OF  CONCERN? 

Public  health  and  medicine  have  made  major  contributions  to  life  expectancy  and 
quality  of  life  this  century.  If  calculated,  its  "return  on  investment"  has  been  enor- 
mous. Public  health  has  ninctioned  so  successfully  that  we  have  come  to  take  it  for 
granted.  While  continuing  to  work  effectively,  the  Kansas  public  health  system  is 
based  on  a  turn-of-the-century  model.  Its  statutes  and  organizational  structures  are 
approaching  100  years  of  age.  While  we  must  be  vigilant  of  infectious  disease  and 
maintain  sanitation  standards,  the  present  system  of  public  health  hasn't  been  de- 
signed to  effectively  confront  current  threats  like  chronic  disease. 

The  scope  of  the  Governor's  Commission  assessment  activities  has  been  broader 
than  the  Public  Health  Subcommittee's  focus  on  the  Balanced  Budget  Act  of  1997 
and  public  health  infrastructure.  However,  here  are  some  relevant  comments  on  its 
impact: 

•  Because  of  growing  limitations  in  financial  support  from  government,  some 
health  departments  are  seriously  constrained  in  their  ability  to  provide  home  health 
and  population-based  services. 

•  Hospitals'  roles  in  education,  screening,  and  health  promotion  are  being  reduced 
because  these  necessary  services  receive  limited  or  no  reimbursement. 

•  Government  funds  for  many  public  health  programs  come  with  a  number  of  con- 
straints limiting  agency  flexibility.  Reduced  reimbursement  coupled  with  these  re- 
strictions impede  health  departments'  and  other  organizations'  adaptability. 

•  There  are  few  if  any  financial  incentives  for  healthcare  providers  and  public 
health  agencies  to  work  together  in  solving  community  health  problems.  Competi- 
tion for  increasingly  scarce  funds  impedes  collaboration. 

Aside  from  these  direct  concerns  with  the  Balanced  Budget  Act  of  1997,  the  Com- 
mission feels  there  is  room  for  improvement  in  a  number  of  other  areas  to  better 
protect  and  improve  the  health  of  the  public: 

•  The  health  status  of  the  elderly  and  minority  groups,  and  the  unhealthy  life- 
styles that  lead  to  chronic  diseases  need  to  be  better  addressed. 

•  The  system  for  delivering  health  services  is  highly  fragmented  and  many  local 
health  departments  are  not  able  to  effectively  provide  adequate  surveillance,  policy 
planning,  and  assurances  of  care. 
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•  Limited  data  impair  our  ability  to  develop  a  clear  picture  of  population  health 
and  set  priorities.  There  is  no  framework  for  unifying  our  leaders  and  stakeholders 
around  a  common  set  of  objectives  for  setting  policies  and  implementing  strategic 
plans. 

•  Public  health  departments  are  often  shorthanded  and  many  workers  receive  low 
wages.  There  is  a  great  need  for  technical  assistance,  continuing  education,  and 
leadership  development. 

•  Collaboration  across  organizations,  communities,  and  professional  groups  is  lim- 
ited, so  problems  aren't  addressed  comprehensively.  Resources  tend  to  be  focused 
narrowly  on  single  intervention"  initiatives. 

HOW  CAN  WE  BEGIN  ADDRESSING  THESE  CONCERNS? 

The  Governor  and  KDHE  Secretary  are  supportive  of  the  Governor's  Commission 
work  and  want  it  to  succeed.  They  want  the  Commission  to  pursue  initiatives  that 
have  broad  support  and  begin  work  on  achievable  objectives.  Organizations  need  to 
avoid  drawing  lines  in  the  sand,  confusing  the  situation  with  technical  details,  and 
give  their  leadership  achievable  objectives  that  enhance  the  state's  public  health  in- 
frastructure. Above  all,  the  Commission  is  determined  to  maintain  an  inclusiveness 
that  encourages  a  broad  group  of  organizations  to  come  to  the  table  and  tackle  prob- 
lems jointly. 

The  Governor's  Commission  is  currently  formulating  a  set  of  recommendations 
that  will  (1)  continue  the  constructive  dialogue  among  leaders  and  stimulate  part- 
nership development,  (2)  address  solutions  to  identified  problems  on  a  comprehen- 
sive basis,  and  (3)  begin  formulating  a  new  framework  for  public  health  in  the  21st 
century.  The  Governor's  Commission  wants  to  stimulate  the  development  of  a  more 
clearly  defined  public  health  system  in  Kansas,  with  an  explicit  set  of  roles  and 
shared  responsibilities  among  agencies  and  providers. 

Given  where  we  are,  this  will  not  happen  overnight.  Improvements  will  be  needed 
in  health  data  systems,  continuing  education,  and  implementation  of  strategic  plans. 
Unprecedented  cooperation  will  be  needed  among  state,  regional,  and  local  providers 
in  the  public  and  private  sectors.  An  on-going  process  will  be  needed  to  facilitate 
problem-solving  and  keep  moving  the  ball  up  the  field.  Public  awareness  will  need 
to  be  enhanced  so  that  wellness  can  be  better  linked  with  economic  growth  and 
other  community  benefits.  Cultural  sensitivity  will  need  to  be  encouraged  to  reduce 
gaps  in  health  status  between  the  advantaged  and  the  have-nots. 

Regarding  government  financing  and  other  enabling  resources  for  public  health, 
the  Governor's  Commission  perceives  the  need  to  consider  the  following: 

•  Recognize  that  vulnerable  populations  like  the  elderly,  rural  residents,  and  mi- 
norities, may  need  more  not  less  resources  to  impact  their  needs. 

•  Consider  ways  to  increase  state  and  local  public  health  agency  flexibility  in  the 
ways  they  can  address  community  health  improvement  with  government  funds. 

•  Help  identify  funds  for  pilot  projects  that  can  demonstrate  the  effectiveness  of 
population-based  efforts  to  keep  people  healthy,  prevent  disease,  and  improve  qual- 
ity of  life. 

•  Formulate  financial  incentives  that  encourage  collaboration  among  public 
health,  medicine,  and  other  healthcare  providers 

•  Don't  forget  the  health  needs  of  the  growing  numbers  of  uninsured  and  look  to 
the  "long  view"  not  political  expediency  as  a  means  for  addressing  systemwide  solu- 
tions to  population  health  and  environmental  concerns. 

Thank  you  for  the  opportunity  to  submit  these  comments  for  the  public  record. 
We  support  your  public  improvement  efforts.  We  request  that  you  follow  the  work 
of  the  Governor's  Commission  as  a  critical  juncture  is  reached  in  putting  forward 
its  recommendations.  We  will  need  to  mobilize  support  so  that  the  statewide  public 
health  improvement  plan  for  Kansas  will  be  endorsed,  adopted  and  put  into  action. 

Senator  Brownback.  Thank  you,  Dr.  Fonner.  And  what  I  want 
to  do — because  I  want  to  hear  from  as  many  people  as  we  can 
here — is  I  have  got  a  couple  of  questions  that  are  ones  that  people 
keep  repeating  to  me  that  I  want  to  put  to  the  panel. 

And  then  I  want  to  go  to  our  next  panel  and  our  next  one  after 
that  and  then  get  your  questions  and  comments  that  you  would 
have  while  we  have,  you  know,  a  broad  base  of  people  here  and  I 
can  solicit  input  out  of  your  questions  and  comments. 

Mr.  Tilghman,  I  want  to  go  just  right  to  the  point  of  I  get  a  num- 
ber of  health  care  providers,  in  particular — hospitals,  physicians — 
that  are  really — they  feel  that  they  are  very  much  in  an  adversar- 
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ial  role  with  HCFA  now — that  they  are  just  really  being  put  under 
pressure — under  the  gun. 

And  I  just  would  like  to  know  kind  of  your  perspective  on  that. 
Is  that  indeed  something  that  is  happening?  Is  it  something  that 
can  be  corrected  and  improved?  What  adjustments  does  Congress 
need  to  make  to  get  away  from  this  adversarial  and  into  more  of 
a  working  relationship  back  and  forth? 

Mr.  TlLGHMAN.  You  are  absolutely  on  target.  I  would  say  that, 
first  off,  I  have  been  working  in  either  the  Medicare  or  the  Medic- 
aid program  at  the  Federal  level  since  1971  or  so. 

And  I  would  have  to  characterize  our  relationship  with  the  pro- 
vider community  over  the  past  year  to  two  as  probably  the  worst 
as  I  have  seen  it  over  the  past  25  years  or  so  as  far  as  that  adver- 
sarial relationship. 

I  think  there  are  some  factors  that  I  have  seen  that  have  brought 
it  about.  One  is  the  BBA  itself,  which  had  335  provisions  that  per- 
tain to  either  Medicare  or  Medicaid.  And  probably  331  of  those  cut 
payments  or  added  some  kind  of  regulatory  burden  to  the  provider 
community. 

And  we  have  had  to  implement  those  pretty  much  in  short  order. 
And  that's  not  good  news  to  the  provider  community  to  be  coming 
from  HCFA. 

The  second  thing  that  has  happened  over  the  past  12  months — 
or  actually  over  the  past  2  years  also — is  that  we  had  our  first  chief 
financial  officer  report  that  came  out  waste  in  the  Medicare  pro- 
gram. 

And,  because  of  that,  we  also  had  some  laws  that  came  out  under 
the  Health  Insurance  Portability  and  Accountability  Act  about  18 
months  ago  that  basically  got  HCFA  to  work  with  the  Department 
of  Justice,  the  FBI,  and  our  own  Inspector  General  to  identify  ways 
to  reduce  payment  errors  in  the  Medicare  program  and  also  root 
out  fraud  and  abuses  as  to  where  we  found  it.  And  we  have  been 
aggressive,  along  with  the  DOJ  and  the  FBI  and  the  OIG  in  pursu- 
ing that. 

And  then  the  third  area  has  come  about  in  probably  the  last  six 
to  8  months  or  so  is  the  Y2K  activity  where,  for  some  reason,  the 
health  care  community  seems  to  be  lagging  behind  other  segments 
of  the  industry  on  becoming  prepared  for  Y2K  compliance.  And 
then  HCFA  was  kind  of  pushed  out  as  the  Y2K  cop  to  push  the  pro- 
vider community  to  do  more  to  come  into  compliance  with  Y2K  con- 
cerns. 

I  think  all  those  things  added  together  just  makes  it  harder — we 
aren't  carrying  a  lot  of  good  news  out  to  the  provider  community. 
And  I  think  that  is  part  of  why  we  have  this  current  worsening  of 
our  relationship  with  them. 

Senator  Brownback.  Within  that  335  provisions  in  the  BBA  that 
you  had  to  put  in  place,  are  there  a  top  five  or  ten  that  lend  them- 
selves to  the  most  difficult  relationships  that  you  have  with  the 
provider  community  that  Congress  needs  to  look  at  and  to  consider 
changing? 

Mr.  Tilghman.  I  do  not  know  if  I  would  say  that  they  have  to 
be  changed  or  not.  I  can  go  back  to  the  early  1980s  when  we  imple- 
mented the  prospective  payment  system  for  hospitals.  And  that 
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caused  a  lot  of  concern  among  the  inpatient  hospital  world  about 
what  was  going  to  happen  there. 

We  are  doing  the  same  thing  now  for  home  health — or  we  will 
be  very  shortly  having  a  prospective  payment  system  in  place  next 
year.  But  we  have  an  interim  payment  system  in  place  now.  We 
did  it  last  year  for  the  skilled  nursing  community,  and  we  will  be 
doing  it  for  the  outpatient  department  shortly  for  hospitals. 

And  all  of  these  are,  in  fact,  major  disruptions  that  bring  about 
major  ways  that  people  have  to  change  their  business.  And  I  think 
they  have  to  be  done.  I  think  there  is  any,  you  know,  going  back 
on  those. 

In  trying  to  make  them  as  palatable  as  possible,  we  are  trying 
to  look  at,  you  know,  what  impact  that  they  might  have.  And  we 
have  a  very  big  comprehensive  monitoring  process  in  place  to  see 
exactly  what  impact  they  are  going  to  have. 

You  have  a  steel  pond,  and  you  throw  a  pebble  into  the  steel 
pond.  We  are  pretty  good  at  projecting  the  second,  third,  and  fourth 
ripple  as  far  as  what  is  going  to  happen  with  some  of  these 
changes.  But  we  are  not  that  great  at  projecting  at  maybe  what  the 
seventh  or  eighth  ripple  might  have  some  impacts  that  we  do  not 
want  to  have  happen. 

And  so  we  are  trying  to  monitor  those  on  a  real  time  basis  so 
that  we  don't  avoid — or  so  that  we  can  avoid  any  major  problems 
for  any  part  of  the  industry. 

Senator  Brownback.  Is  the  Balanced  Budget  Act,  the  Medicare 
provisions — Medicare/Medicaid  provisions  saving  more  resources  to 
the  Federal  government  than  were  projected  at  the  time  when 
those  changes  were  put  into  place  to  the  point  that  they  are  det- 
rimental to  the  health  care  infrastructure? 

Mr.  Tilghman:  We  are  not  sure  right  now  to  be  quite  honest.  We 
have  got  our  actuaries  looking  at  it.  We  have  got  numerous  reports 
that  are  coming  out  of  different  sectors  that  will  say,  Yes,  it  is. 

But  our  actuaries  are  trying  to  distinguish  between  what  actu- 
ally happened  as  a  result  of  the  Balance  Budget  Act  as  opposed  to 
our  efforts  to  reduce  payment  errors.  We  think  what  the  actuaries 
are  telling  us  is  that,  looking  at  some  the  payment  reductions  that 
happened  over  the  past  year  or  two,  that  a  big  part  of  those  are 
due  to  our  efforts  to  combat  fraud  and  abuse  in  the  Medicare  pro- 
gram and  not  all  attributable  to  BBA. 

And  that  also  some  of  them  are  simply  due  to  the  economy  doing 
much  better  than  it  has.  For  example,  the  Trust  Fund  being  ex- 
tended to  the  year  2015 — that  is  not  all  due  to  the  BBA,  but  also 
due  to  the  fraud  activity,  as  well  as  the  economy  is  so  much  better 
than  we  thought  a  couple  of  years  ago — that  we  have  got  much 
more  revenue  coming  in  that  allows  us  extend  the  Trust  Fund  that 
way. 

Senator  Brownback.  OK.  There  will  be  some  other  questions. 
Mr.  Tilghman.  Great. 

Senator  Brownback.  And  I  am  pleased  so  that  you  can  stay 
around  so  that  we  can  have  other  people  question.  Dr.  Myers,  I 
want  to  ask  you,  if  I  could,  do  you  have  a  group  of  top  five  or  ten 
changes  in  the  law  that  need  to  be  made — take  place  that  would 
help  substantially  the  rural  health  care  infrastructure? 
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And  maybe  it  is  in  the  reimbursement  system — some  of  the 
things  that  were  in  the  BBA  that  Mr.  Tilghman  mentioned.  Do  you 
have  a  top  couple  that  you  hear  the  most  about  that  need  chang- 
ing? 

Dr.  Myers.  I  think  what  I  hear  the  most  about  is  the  totality 
rather  than  the  individual  provision.  What  we  hear  is  that  individ- 
ual provisions  would  tax  the  system,  but  that  the  convergence  of 
the  cap  on  inpatient  care,  the  shift  to  prospective  payment  for  out- 
patient care,  for  skilled  nursing,  which  is  the  fourth  one  that  I  am 
forgetting,  it  is  hard  to  count  on  my  finger. 

That  the  combination  of  all  these  is  the  real  issue  and  that  it  is 
more  of  an  issue  for  rural,  perhaps,  because  the  relative  role  of  in- 
patient care  for  small  rural  hospitals  declined  quite  a  lot  from,  say, 
1985  to  1999. 

And  hospitals — small  rural  hospitals  went  in  to  increase  their 
proportion  in  other  lines  of  business  like  home  health  and  out- 
patient care  and  skilled  nursing.  And  that  all  those  directions  in 
which  they  refocused  their  efforts  to  be  more  in  keeping  with  the 
way  health  care  is  done  right  now  are  simultaneously  being  tight- 
ened down. 

And  that  is  real  hard — at  least  that  is  what  we  are  hearing.  It 
is  the  combination  of  the  four  rather  than  any  one  in  particular. 

Senator  Brownback.  Well,  let  me  invite  you — if  you  do  have — 
your  office  has  a  list  of  specific  items  that  could  be  addressed  in 
the  law,  I  would  love  to  have  access  to  that  so  that  we  could  exam- 
ine what  you  are  coming  up  with  in  that  particular  area. 

Dr.  Fonner,  I  have  been  hearing  from  hospitals,  home  health 
care  centers,  skilled  nursing  facilities  around  the  State  that  they 
are  increasingly  strapped  for  funding.  What  kind  of  effect  have  you 
been  able  to  quantify  has  this  lack  of  funding  had  on  these  provid- 
ers— health  care  providers? 

Dr.  Fonner.  I  think  it  is  difficult  to  quantify  because  there  is  not 
a  lot  of  good  data  to  be  shared  among  people.  I  wish  I  could  give 
you  some  numbers  in  terms  of  the  adverse  financial  impact.  I  don't 
have  that. 

In  the  past  I  have  noticed  that  generally  you  have  three  cat- 
egories of  providers,  those  that  do  consistently  well  under  most 
conditions  because  they  have  good  reserve  funds  and  they  are  in 
a  competitive  market  that  they  do  well  in. 

Second,  you  have  people  that  sort  of  follow  the  tide.  And  then, 
third,  you  have  those  that  are  adversely  affected,  and  they  gen- 
erally are  more  sensitive  to  negative  changes  in  the  market  place. 
So  I  would  we  probably  have  something  similar  in  this  State,  but 
I  do  not  have  specific  numbers.  I  am  sorry. 

Senator  Brownback.  OK.  Well,  that  is  something  I  want  to  try 
to  get  a  hold  of,  because  I  am  hearing  a  lot  of  reports — just  scat- 
tered reports  of  people  saying,  Well,  we  are  losing  this  home  health 
care  agency,  we  are  have  this  problem  with  this  hospital. 

I  am  getting  a  lot  of  that  sort  of  comment  to  me,  but  I  have  not 
seen  it  aggregated.  Maybe  some  of  our  next  panelists  have  some  of 
that,  if  it  is  pulled  together. 

Thank  you  very  much. 
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If  you  could,  we  will  bring  up  the  next  panel.  And  I  appreciate 
it  if  you  can  stay  around  so  that  we  can  hear  comments  from  other 
individuals. 

I  would  like  the  second  panel  to  come  forward.  Don  Wilson,  presi- 
dent of  Kansas  Hospital  Association,  Irene  Cumming,  chief  execu- 
tive officer  and  president,  University  of  Kansas  Hospital,  and  Greg 
Lundstrom,  a  chief  executive  officer  and  president,  Lindsborg  Com- 
munity Health  Care  Foundation  out  of  Lindsborg,  KS — be  our  next 
panelists. 

Delighted  to  have  you  join  us.  Don,  the  floor  is  yours. 

STATEMENT  OF  DON  WILSON,  PRESIDENT,  KANSAS  HOSPITAL 
ASSOCIATION,  TOPEKA,  KS;  IRENE  CUMMING,  CHIEF  EXECU- 
TIVE OFFICER  AND  PRESIDENT,  UNIVERSITY  OF  KANSAS 
HOSPITAL,  KANSAS  CITY,  KS;  AND  GREG  LUNDSTROM,  CHIEF 
EXECUTIVE  OFFICER  AND  ADMINISTRATOR,  LINDSBORG 
COMMUNITY  HOSPITAL,  LINDSBORG,  KS 

Mr.  WILSON.  OK.  Thank  you  very  much,  Senator.  And  we  cer- 
tainly appreciate  the  opportunity  to  provide  you  with  comments  re- 
garding the  effect  of  the  Balanced  Budget  Act.  And  we  certainly 
commend  you  for  your  interest  in  recognition  of  these  problems. 

Before  I  begin,  I  would  like  to  just  share  with  the  folks  that  are 
here  today,  we  do  have  a  much  more  complete  analysis  of  the  con- 
cerns that  we  have  regarding  the  Balance  Budget  Act.  We  didn't 
bring  copies  of  those  with  us  today,  but  Fred  Lucky  of  my  staff — 
and,  Fred,  put  your  hand  up  there — if  you  would  give  him  your 
card  we  will  be  glad  to  send  you  a  copy  of  this  document.  The  Sen- 
ator has  more  than  one  copy  of  it,  I  think. 

Senator  Brownback.  Well,  I  have  got  that  one. 

Mr.  Wilson.  That  is  right.  Anyway,  I  would  like  to  begin  by  em- 
phasizing something — I  know  you  already  understand — but  a  con- 
cept that  I  think  is  very  essential  to  the  discussion  that  we  are 
having  today. 

And  that  is  that  the  Kansas  hospitals  are  a  very,  very  important 
part  of  the  infrastructure  of  our  State.  And,  obviously,  they  provide 
health  care  services  to  those  people  in  need.  But,  additionally,  they 
are  also  the  social  and  economic  hub  of  the  community. 

And,  not  only  do  they  serve  as  a  major  employer,  but  they  also 
act  as  a  focal  point  for  many  community  activities  and  provide  the 
infrastructure  for  supporting  a  variety  of  health  care  services  every 
community  needs  to  remain  viable  and  vibrant.  Unfortunately,  for 
many  of  our  Kansas  hospitals,  their  ability  to  provide  these  serv- 
ices has  been  jeopardized  by  the  unintended  consequences  of  the 
BBA. 

You  asked  a  question  about  the  financial  impact  to  the  earlier 
panel.  And  I  think  what  we  are  seeing  is  that,  obviously,  the  last 
thing  you  want  to  avoid — and,  unfortunately,  in  some  cases,  it  is 
not  being  avoided.  But  the  obvious  thing  you  want  to  avoid  is  the 
impact  on  direct  patient  care. 

Well,  what  is  happening  is,  in  order  to  do  this,  our  hospitals  in 
our  State  are  postponing  needed  capital  expenditures.  They  are 
using  their  moneys  that  are  directed,  and  be  directed,  into  other 
others  areas  to  make  sure  that  direct  patient  care  continues  to 
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exist.  And  even  that,  in  some  parts  of  the  State,  are  very  quickly 
coming  under  stress. 

So  what  we  see  is  choices — terrible  choices  having  to  be  made  in 
the  communities  that  are  really,  I  think,  going  to  have  some  long- 
term  effects  unless  we  see  some  changes  because  those  are  hard  to 
turn  around  once  they  start,  and  I  think  you  understand  that. 

You  know,  like  most  Americans,  the  Kansas  Hospital  Association 
and  its  members  were  supportive  of  the  goals  of  the  Balanced 
Budget  Act  of  1997.  However,  we  did  harbor  reservations  about  the 
magnitude  of  the  contributions  that  were  going  to  be  required  of 
hospitals  and  the  health  care  community. 

Our  concern  was  that  while  our  aging  population  increases  the 
community's  reliance  on  local  hospital,  the  BBA  would  threaten  the 
hospital's  ability  to  serve  that  community.  And  those  reservations 
are  well  found,  and,  as  you  will  hear  today,  the  real  dollars  of  the 
BBA  are  substantially  greater  than  the  projected  dollars  told  by — 
told  Congress  by  HCFA  and  the  CBO. 

I  think  we  do  recognize  the  fact  that  the  financial  impact  of  the 
BBA  is  what  we  call  unintended  consequences  because  I  am  cer- 
tainly convinced  that  Congress  did  not  intend  to  threaten  the  deliv- 
ery of  necessary  health  care  services  in  both  large  and  small  com- 
munities throughout  the  Nation. 

To  date,  we  have  experienced  numerous  closures  of  home  health 
agencies,  which  you  are  well  aware  of.  We  have  seen  some  layoffs 
of  critical  personnel  from  health  care  facilities  and,  I  think,  access 
to  the  care  to  the  elderly  is  certainly  being  threatened. 

And,  you  know,  we  are  just  at  the  beginning  of  this  process.  We 
are  only  2  years  into  a  5  year  program  that  is  going  to  extract  mil- 
lions of  dollars  from  the  health  care  community  in  Kansas. 

Original  estimates  for  the  BBA  indicated  that  payment  cuts  and 
reductions  in  that  rate  of  growth  to  hospitals  nationwide  would 
total  $44  billion — and  you  did  ask  that  question  a  little  bit  earlier. 
Just  2  years  into  the  BBA  those  numbers  are  now  estimated  to  be 
over  $71  billion.  That  is  a  pretty  significant  change. 

Regardless  of  what  has  caused  that  to  happen,  that  is  really 
much  more  than  was  anticipated,  and  I  think  needs  to  be  reexam- 
ined as  we  look  at  some  of  the  consequences  we  are  experiencing. 

In  Kansas,  we  originally  estimated  that  the  cut  would  be  $530 
million  over  5  years.  A  later  analysis  by  the  Lewin  Company,  who 
has  done  a  lot  of  work  in  health  care  analysis,  and  I  think  we  are 
familiar  with,  estimates  that  these  cuts  now  will  be  well  over  $800 
million  over  5  years. 

And  now  we  also  see  added  to  that  that  President  Clinton  has 
proposed  financing  part  of  his  Medicare  proposal  with  more  hos- 
pital payment  cuts  by  extending  the  BBA.  We  just  saw  some  early 
analysis  of  that  this  morning,  and  it  does  extract  I  think  about  $39 
billion  over  10  years  of  more  cuts  as  far  

Senator  Brownback.  On  top  of  

Mr.  Wilson  [continuing].  On  top  of  what  we  are  seeing  right 
now. 

Senator  Brownback.  Excuse  me.  On  top  of  the  71  billion  that  is 
the  actual? 

Mr.  Wilson.  On  top  of  the  71  billion,  yes.  That  is  correct.  You 
know,  I  think  that  we  all  want  to  see  the  Medicare  program  be  fi- 
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nancially  solvent,  but  to  finance  the  solvency  on  the  back  of  Kansas 
hospitals  and  other  health  care  providers  is  just  not  appropriate. 
And  I  think  we  certainly  need  to  look  at  this  very  carefully  and  we 
need  to  make  appropriate  changes. 

To  illustrate  how  the  dramatic — how  dramatic  an  impact  of  the 
BBA  has  had  on  hospitals,  one  only  needs  to  look  at  how  Medicare 
margins  have  been  affected.  And,  again,  I  think  this  is  a  very  sig- 
nificant number  and  has  been  substantiated  in  many  different — by 
many  different  organizations. 

Our — prior  to  BBA  our  Medicare  margins  stood  at  7.3  percent. 
By  the  end  of  fiscal  year  2002  those  same  margins  will  be  a  nega- 
tive 17.73  percent,  a  25  percent  decrease. 

For  outpatient  services,  which  is  really,  I  think,  quite  dramatic, 
no  hospital  in  Kansas  had  a  positive  margin  for  outpatient  services 
prior  to  the  Balanced  Budget  Act.  And  by  the  end  of  the  Balanced 
Budget  Act  for  the  fiscal  year  2002,  those  margins  will  be  a  nega- 
tive 30.5  percent.  Home  health  margins  fall  to  a  negative  13.31 
percent. 

Now,  we  have  taken  and  we  have  analyzed  every  Medicare  cost 
report  of  all  of  our  members.  And  we  have  put  together  the  for- 
mulas that  will  extract  and  show  exactly  how  these  will  play  out 
over  the  5  years. 

So  this  has  been  done.  And  this  has  been  done  by  an  independ- 
ent accounting  firm,  and  we  have  also  had  the  Lewin  information. 
So  we  have  a  number  of,  I  think,  very  good  sources  that  can  well 
document  these  changes. 

We  need  action  to  alleviate  these  unintended  consequences,  and 
here  is  what  Congress  can  do  to  help. 

First  of  all,  reject  the  administration's  proposal  to  extend  the 
BBA  cuts.  The  President  also  has  tried  to  do  that  early  in  the  ses- 
sion with  his  budget,  and  we  were  successful.  And  we  thank  you 
for  your  help  in  convincing  the  President  that  that  was  not  good 
policy. 

Enact  legislation  to  establish  a  targeted  transition  to  outpatient 
PPS.  Eliminate  barriers  to  patient  care  in  the  right  setting  at  the 
right  time  by  repealing  the  BBA  transfer  provision. 

Enact  provisions  for  Senate  Bill  980,  which  you  and  Senator  Rob- 
erts are  supportive  of,  to  Promoting  Health  in  Rural  Areas  Act  of 
1999,  and  its  companion  bill,  House  1344,  the  Rural  Health  Im- 
provement Act. 

Enact  legislation  to  ensure  the  stability  of  the  places  that  provide 
cutting  edge  education  and  research  from  which  all  Americans  ben- 
efit. Enact  legislation  reducing  budget  cuts  for  those  hospitals  that 
serve  a  disproportionate  share  of  low  income  individuals. 

One  other  comment.  Joe  Tilghman  mentioned  that  in  the  Presi- 
dent's proposal  to  modernize  Medicare,  there  was  a  7.5  billion  pro- 
vision that  was  implemented  to  handle  the  unintended  con- 
sequences on  providers. 

And  I  thought  it  was  interesting,  if  you  saw  Meet  the  Press  this 
Sunday,  that  Senator  Shermer  and  the  First  Lady  are  suggesting 
that  that  7.5  billion  can  be  used  by  the  teaching  hospitals  in  New 
York.  So  

Senator  Brownback.  Go  figure. 
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Mr.  Wilson.  Go  figure.  That  is  right.  That  is  exactly — you  just 
stole  my  line.  But,  anyway,  I  will  just  conclude  with  that.  I  thank 
you  for  your  interest  in  solving  our  problems  and  will  be  glad  to 
answer  any  questions  you  might  have  later  on. 

[The  prepared  statement  of  Mr.  Wilson  follows:] 

Prepared  Statement  of  Donald  A.  Wilson 

On  behalf  of  the  Kansas  Hospital  Association,  I  would  like  to  thank  you,  Senator 
Brownback,  for  allowing  us  to  provide  you  with  our  comments  regarding  the  effect 
of  the  Balanced  Budget  Act  (BRA).  We  commend  you  for  your  interest  in  and  rec- 
ognition of  the  problems  being  experienced  by  hospitals  in  Kansas. 

I  would  like  to  begin  by  emphasizing  something  I  know  you  already  understand, 
but  a  concept  that  is,  nonetheless,  essential  to  this  discussion.  Kansas  hospitals  are 
an  important  part  of  the  infrastructure  of  our  state.  Obviously,  they  provide  health 
care  services  to  those  in  need.  Additionally,  hospitals  are  often  the  social  and  eco- 
nomic hub  of  the  community.  Not  only  do  they  serve  as  a  major  employer,  but  they 
also  act  as  a  focal  point  for  many  community  activities  and  provide  the  infrastruc- 
ture for  supporting  the  variety  of  health  care  services  every  community  needs  to  re- 
main vibrant  and  viable.  Unfortunately,  for  many  of  our  Kansas  hospitals,  their 
ability  to  provide  these  services  has  been  jeopardized  by  the  "unintended  con- 
sequences" of  the  BBA. 

Like  most  Americans,  members  of  the  Kansas  Hospital  Association  were  support- 
ive of  the  goals  of  the  Balanced  Budget  Act  of  1997;  however,  we  harbored  reserva- 
tions about  the  magnitude  of  the  contributions  required  of  hospitals.  Our  concern 
was  that  while  our  aging  population  increases  the  community's  reliance  on  the  local 
hospital,  the  BBA  would  threaten  the  hospital's  ability  to  serve  that  community. 
Those  reservations  were  well  founded.  As  you  will  hear  today,  the  "real  dollars"  of 
the  BBA  are  substantially  greater  than  "projected  dollars,"  told  Congress  by  HCFA 
and  the  CBO.  I  call  the  financial  impact  of  the  BBA  "unintended  consequences"  be- 
cause I  am  convinced  that  Congress  did  not  intend  to  threaten  the  delivery  of  nec- 
essary health  care  services  in  both  large  and  small  communities  throughout  the  na- 
tion. To  date,  we  have  experienced  numerous  closures  of  home  health  agencies,  lay- 
offs of  critical  personnel  from  health  care  facilities  and  access  to  care  for  the  elderly 
threatened.  Other  panelists  today  will  give  you  more  specific  examples  of  problems 
caused  by  the  BBA.  I  will  concentrate  on  providing  you  with  more  of  a  statewide 
overview  and  some  suggestions  for  change. 

Original  estimates  for  the  BBA  indicated  that  payment  cuts  and  reductions  in  the 
rate  of  growth  to  hospitals  nationwide  would  total  $44  billion  over  five  years.  Just 
two  years  into  the  BBA,  those  numbers  are  now  estimated  to  be  over  $71  billion. 
Originally,  we  estimated  that  the  five-year  total  for  Medicare  cuts  to  Kansas  hos- 
pitals under  the  BBA  was  approximately  $530  million.  We  currently  estimate  that 
the  impact  on  Kansas  hospitals  will  be  over  $800  million.  Now  we  see  that  Presi- 
dent Clinton  has  proposed  financing  part  of  his  Medicare  proposal  with  more  hos- 
pital payment  cuts  by  extending  the  BBA.  Kansans  simply  cannot  afford  any  new 
Medicare  payment  cuts.  We  are  very  concerned  that  by  the  time  the  UI  effects  of 
the  BBA  are  understood,  many  important  health  care  services  may  well  have  been 
seriously  damaged  or  eliminated  in  numerous  Kansas  communities. 

To  illustrate  just  how  dramatic  the  economic  impact  of  the  BBA  has  had  on  hos- 
pitals, one  only  needs  to  look  at  how  Medicare  margins  have  been  affected.  Prior 
to  the  enactment  of  the  BBA,  total  Medicare  margins  for  Kansas  hospitals  stood  at 
7.3  percent.  By  the  end  of  FY  2002  those  same  margins  will  be  a  negative  17.73 
percent,  a  25  percent  decrease.  For  outpatient  services,  the  numbers  are  equally 
compelling.  No  hospital  in  Kansas  had  a  positive  margin  providing  Medicare  out- 
patient services  prior  to  the  BBA.  However,  by  the  end  of  FY  2002,  those  margins 
will  be  a  negative  30.52  percent.  Home  health  service  margins  fall  to  a  negative 
13.31  percent.  When  adjusted  for  inflation  over  the  five  years  of  the  BBA,  post-BBA 
payments  are  actually  less  than  the  1997  payments  for  the  same  services. 

We  need  Congressional  action  to  alleviate  these  unintended  consequences.  Here 
is  what  Congress  can  do  to  help: 

•  Reject  the  administration's  proposal  to  extend  the  BBA  cuts; 

•  Enact  legislation  to  establish  a  targeted  transition  to  outpatient  PPS  (HR  224 

i); 

•  Eliminate  barriers  to  patient  care  in  the  right  setting  at  the  right  time  by  re- 
pealing the  BBA's  transfer  provision  (S  37,  HR  405); 

•  Enact  provisions  of  S  980,  the  Promoting  Health  in  Rural  Areas  Act  of  1999, 
and  its  companion,  HR  1344,  the  Rural  Health  Improvement  Act; 
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•  Enact  legislation  to  insure  the  stability  of  the  places  that  provide  cutting  edge 
education  and  research  from  which  all  Americans  benefit; 

•  Enact  legislation  reducing  budget  cuts  for  those  hospitals  that  serve  a  dis- 
proportionate share  of  low  income  individuals. 

Again,  we  thank  you  for  your  interest  in  solving  these  problems.  We  look  forward 
to  working  with  you  and  your  staff  in  such  efforts. 

Senator  Brownback.  Thanks,  Don.  And  thanks  for  the  specific- 
ity, too,  on  the  costs,  because  that  is  what  I  really  need  to  get  to. 
Dr.  Cumming,  thank  you  very  much,  again,  for  loaning  us  the  facil- 
ity and  for  your  leadership  of  the  med  center.  And  the  floor  is 
yours. 

Ms.  Cumming.  I  am  the  president  and  CEO  of  the  KU  Hospital 
Authority.  It  is  Joe  Meek  who  is  probably  here  who  is  the  dean  of 
this  campus  who  extended  this  facility  to  you.  I  do  not  want  to  take 
credit  for  all  your  activities. 

Senator  Brownback.  Thanks,  Joe. 

Ms.  Cumming.  I  appreciate,  Senator,  the  opportunity  to  testify 
today  on  the  effects  of  the  public  financing  on  our  public  health  in- 
frastructure. My  intention  is  to  focus  my  comments  on  the  impact 
on  the  academic  medical  centers  and  try  to  be  a  bit  specific  as  it 
relates  to  KU  Medical  Center. 

As  you  know,  KU  Medical  Center  is  the  only  academic  medical 
center  in  the  State.  We  have  in  the  Kansas  City  location  325  fac- 
ulty and  approximately  200  medical  residents  that  we  are  training. 

We  historically  rain  about  half  of  the  physicians  that  serve  in 
Kansas — that  work  in  Kansas  and  provide  care.  And,  although  we 
are  located  on  the  eastern  boundary  of  the  State,  the  hospital  and 
its  physicians  provide  care  to  virtually  patients  from  every  coun- 
ty—all 105  counties  in  the  State.  So  it  is  certainly  a  statewide  re- 
source. 

We  have  a  very  high  level  of  tertiary  services  and  services  that 
are  not  provided  either  regionally  or  statewide.  Our  burn  center, 
for  example,  is  the  only  burn  center  in  the  Kansas  City  area,  and 
many  of  our  other  services,  which  I  will  not  take  the  time  to  detail 
now. 

We  are  currently  building  a  center  on  aging,  and  that  is  being 
constructed  right  now.  The  purpose  of  that  is  to  provide  access  to 
the  elderly  and  to  increase  research  and  to  be  sure  that  services 
are  available  to  the  elderly.  And  that,  again,  will  be  on  our  campus 
in  Kansas  City. 

We  have  an  historic  tradition  of  providing  and  serving  as  a 
health  care  safety  net  hospital  for  citizens  in  Kansas  City,  as  well 
as  the  entire  State.  So  we  do  carry  a  very  high  disproportionate 
share  of  the  indigent  population. 

Like  all  academic  medical  centers,  we  rely  greatly  on  the  Medi- 
care and  Medicaid  programs  for  the  sources  of  funding  for  our  clini- 
cal, our  teaching,  and  our  research  programs.  Of  the  hospital's 
$200  million  of  revenue,  54  percent  comes  from  these  public  financ- 
ing programs.  I  have  hear  talk  about  40  percent.  We  are  at  54  per- 
cent. 

These  public  sources  have  become  even  more  important  as  in- 
creasing managed  care  penetration  erodes  our  payments  rates  in 
the  private  sector.  Although  we  still  remain  financially  solvent  and 
actually  strong,  we  have  had  increasing  financial  pressures  due  to 
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the  declining  private  sector  revenues,  combined  with  the  need  to 
continue  to  provide  for  the  health  care  needs  of  the  indigent. 

Medicare  has  historically  supported  both  the  teaching  and  the  in- 
digent care  missions  of  academic  medical  centers  through  its  fund- 
ing of  direct  and  indirect  medical  education  payments  and  dis- 
proportionate share  payments.  As  you  know,  the  Balanced  Budget 
Act  has  made  the  most  sweeping  changes  that  we  have  seen  to  the 
Medicare  program. 

KU  Medical  Center  expects  to  receive  approximately — to  reduce 
our  reimbursement  by  about  $30  million  since  its  inception  on  Oc- 
tober 1,  1997.  So,  over  a  5  year  period,  we  will  see  a  reduction  of 
about  $30  million.  These  reductions  are  expected  to  grow  

Senator  Brownback.  Sorry.  Give  me  that  number  again.  You  are 
projecting  for  KU  Med  to  see  30  million  less  than  you  would  have 
received? 

Ms.  Cumming.  That  is  correct.  Over  the  5  year  period. 
Senator  Brownback.  Over  a  5  year  period. 

Ms.  Cumming.  That  is  right.  In  the  first  year  in  1998  our  reduc- 
tion was  3.1  million  in  that  particular  period.  By  year  2002  that 
reduction  sill  be  8.4  million,  with  a  total  again  of  30  million. 

17  million  of  that  relates  to  the  reductions  in  indirect  medical 
education  and  disproportionate  share  payments  that  again  support 
our  teaching  and  our  indigent  care  missions. 

Further — and  I  can  not  quantify — our  physicians  are  dramati- 
cally affected  by  the  reductions  in  the  Medicare  payments  that  they 
receive. 

These  cuts  will  make  it  much  more  difficult  for  KU  Medical  Cen- 
ter to  maintain  its  ability  to  provide  the  citizens  of  Kansas  with  the 
highest  level  of  health  care  services,  regardless  of  their  ability  to 
pay.  It  also  will  hamper  our  ability  to  support  the  teaching  and  re- 
search programs  that  are  necessary  to  train  the  doctors  of  today  for 
the  State  of  Kansas. 

Many  academic  medical  centers  across  the  country  are  already 
experiences  losses — and  we  see  that  in  the  New  York  Times  and 
the  Washington  Post — in  significant  dollars.  Fortunately,  we  have 
not  seen  that.  I  indicated  that  our  first  year  fortunately  was  $3.1 
million. 

We  have  been  working  over  the  past  3  years  to  reduce  the  num- 
ber of  employees  through  attrition,  so  we  have  been  to  stay  finan- 
cially solvent,  again  in  spite  of  those  reductions.  However,  that 
hardship  is  really  resulting  in  a  tightening  in  our  operation  and  in 
our  programs  and  even  in  the  ability  to  obtain  credit,  which  con- 
cerns us  as  we  try  to  replace  and  improve  our  facilities  and  en- 
hance the  equipment  because  the  expectation  is  that  we  would 
have  the  high  technology  equipment,  and  we  need  to  have  access 
to  capital.  Arid,  as  you  know  

Senator  Brownback.  Could  I  bring  in  just  a  quick  one?  Because 
Don  and  I  have  had  this  conversation  many  times,  but  I  have  not 
with  you.  When  we  passed  the  BBA  everybody — our  focus  was  to 
balance  the  budget,  and  we  were  just — things  were  just  going  and 
out  of  control  and  we  could  not — we  were  not  getting  there  in  try- 
ing to  save  and  have  Medicare  solvency. 

Everything  was  projected  that  we  would  reduce  the  growth  rate. 
I  mean,  you  are  sure  you  remember  these  words  because  these 
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were  highly  fought  over  words.  In  the  KU  instance,  are  you  seeing 
a  reduction  in  the  growth  rate  of  what  you  were  projecting  to  re- 
ceive, or  is  this  an  actual  direct  reduction  of  what  you  are  seeing 
in  funds  from  where  you  were  in  the  prior  year  and  the  prior  2 
years? 

Ms.  Cumming.  This  is  an  actual  reduction  of  funds.  So  this  is  not 
a  reduction  in  what  we  would  have  anticipated.  This  is  a  reduction 
in  what  we  were  receiving. 

Senator  Brownback.  OK.  Because  that  is — everything  we  had 
passed  we  continued  to  increase  the  amount  of  total  going  into 
Medicare,  but  at  a  slower  rate.  And  I  wanted  to  hear  what  the  di- 
rect impact  was  on  KU  Med.  Thank  you, 

Ms.  Cumming.  No,  we  are  definitely  seeing  a  reduction  from 
where  we  were.  The  unique  of  the  role  of  KU  as  an  academic  medi- 
cal center  is  important,  I  think,  in  this  discussion. 

Beyond  the  high  quality  of  service  that  we  provide  and  the  access 
that  we  provided  to  all  Kansans,  a  hospital's  survival  is  critical  to 
the  survival  of  our  medical  school,  our  nursing  school,  our  schools 
of  allied  health. 

These  schools  rely  upon  the  hospital  to  serve  as  the  clinical  lab 
for  teaching,  for  training  physicians,  nurses,  physical  therapists, 
laboratory  technicians — we  can  go  on  and  on — many  health  care 
providers  that  we  train. 

The  schools  rely  on  the  hospital  to  facilitate  development  of  new 
health  care  delivery  techniques.  They  rely  on  the  hospital  to  be  an 
area  where  research  can  be  transferred — basic  science  research 
transferred  into  clinical  application. 

Together,  we  focus  on  the  needs  of  Kansas,  and  we  have  had  ex- 
cellent outcomes.  We  have  been  focusing  on  the  elderly — I  men- 
tioned the  center  on  aging  that  we  are  constructing  now.  It  has 
some  Federal  dollars  in  it  already. 

Cancer,  often  a  disease  of  the  aging,  is  an  area  that  we  are  great- 
ly focused  on,  and  also  neuro  sciences,  such  as  Parkinson's  and 
stroke  recovery. 

We  are  opening  a  skilled  nursing  facility  very  soon — this  fall,  in 
fact.  We  are  opening  a  senior  health  care  resource  center  which 
will  provide  more  independence  to  seniors  for  a  longer  time  as  they 
seek  their  health  care.  And  we  are  opening  a  clinic — a  large  clinic 
dedicated  to  seniors. 

We  are  very  concerned  that  these  continual  reductions  in  Medi- 
care will  result  in  our  inability  to  continue  those  type  of  very  im- 
portant services  to  our  senior  patients. 

We  know  that  our  situation  is  not  unique.  The  academic  medical 
component  is,  but,  obviously,  we  are  all  suffering  from  the  Bal- 
anced Budget  Act,  and  certainly  we  heard  from  Don  in  terms  of 
that. 

All  the  health  care  providers,  as  I  understand  it,  in  Kansas  will 
incur  financial  hardships  under  the  Balanced  Budget  Act.  We  are 
very  concerned  about  that  because,  as  a  unit  together,  the  medical 
center  and  all  of  the  rural  providers  and  other  city  providers  are 
very  important  to  the  community. 

The  cuts  to  outpatient  and  home  health  services  will  particularly 
impact  the  rural  health  care  providers.  They  will  also  affect  the 
academic  medical  center  and  other  hospitals  in  Topeka  or  Wichita 
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because  we  know  that,  as  home  health  is  no  longer  available,  our 
outpatient  services  become  more  restrictive.  Patients  will  stay  in 
the  hospitals  longer.  And  although  that  is  not  computed  in  some 
of  the  numbers  that  we  talk  about,  clearly,  that  will  also  be  an  out- 
come. 

We  are  very  concerned  that  the  rural  hospitals  on  a  percentage 
basis  are  typically  more  relying  on  the  Medicare  program  than 
their  urban  counterparts.  And  these  cuts  will  likely  be  devastating 
to  many  smaller  institutions.  The  result  could  be  an  even  greater 
reduction  in  health  care  access  across  the  state — across  the  country 
really. 

There  is  a  public  discourse,  as  we  know,  regarding  the  excess 
budget — excess  available  Federal  dollars.  And  my  hope  is  that  we 
will  recognize  the  impact  of  the  Balance  Budget  Act,  and  that  these 
impacts  will  not  be  forgotten  in  that  discussion. 

I  certainly  agree  with  the  specific  points  that  Don  Wilson  gave 
to  you  in  terms  of  what  we  would  expect  as  a  health  care  provider. 
I  concur  completely  with  those — was  pleased  that  you  included  the 
teaching  and  the  disproportionate  share  in  that  listing  too.  But  I 
think  that  was  a  very  good  listing  from  a  health  care  provider 
standpoint. 

I  will  conclude  my  remarks  there  and  be  pleased  to  take  any 
questions  at  your  convenience. 
[The  prepared  statement  of  Ms.  Cumming  follows:] 

Prepared  Statement  of  Irene  M.  Cumming 

Mr.  Chairman,  I  am  Irene  Cumming,  President  and  CEO  of  the  University  of 
Kansas  Hospital  Authority.  I  appreciate  the  opportunity  to  testify  today  before  the 
Committee  on  the  effects  of  public  financing  on  public  health  infrastructure  and  re- 
garding the  impacts  of  the  Balanced  Budget  Act  of  1997  on  the  health  care  infra- 
structure. To  provide  some  brief  background,  KU  Hospital  together  with  the  health 
sciences  schools  of  KU  Medical  Center,  is  the  only  academic  medical  center  in  the 
state  of  Kansas.  The  Hospital  serves  as  the  primary  teaching  hospital  for  over  325 
faculty  physicians  in  16  specialties  and  over  200  medical  residents.  KU  Medical 
Center  historically  has  trained  almost  half  of  the  physicians  practicing  in  the  state. 
Although  the  Medical  Center  is  located  at  the  eastern  boundary  of  the  state,  its  pa- 
tient base  comes  from  virtually  all  of  the  105  counties  in  the  state.  The  Medical 
Center  currently  provides  numerous  tertiary  level  services  including  the  only  bum 
center  and  liver/pancreas  transplant  programs  in  the  Kansas  City  metropolitan 
area.  The  Medical  Center  will  also  soon  become  a  Level  I  trauma  center  to  serve 
the  eastern  portion  of  the  state  and  has  recently  acquired  the  first  PET  scanner  in 
Kansas.  A  Center  of  Aging  is  being  constructed  with  the  assistance  of  a  federal 
grant  to  provide  greater  access  to  geriatric  services  and  research.  The  Medical  Cen- 
ter has  also  had  a  historic  tradition  of  serving  as  a  healthcare  safety  net  for  the 
indigent  citizens  of  Kansas  and  of  the  Kansas  City  metropolitan  area. 

Like  all  academic  medical  centers  nationwide,  KU  Medical  Center  relies  greatly 
on  the  Medicare  and  Medicaid  programs  for  sources  of  funding  for  its  clinical,  teach- 
ing and  research  missions.  Of  the  Hospital's  $200  million  in  revenues,  approxi- 
mately 54  percent  comes  from  these  public  financing  programs.  These  public  fund- 
ing sources  have  become  even  more  important  as  increasing  managed  care  penetra- 
tion erodes  payment  rates  in  the  private  sector.  In  addition,  the  Medical  Center  re- 
ceives no  state  appropriations  for  the  indigent  care  it  provides  to  uninsured  pa- 
tients. Over  the  past  few  years,  we  have  had  increasing  financial  pressures  due  to 
declining  private  sector  revenues,  combined  with  the  need  to  continue  to  provide  for 
the  health  care  needs  of  the  indigent.  The  Council  of  Teaching  Hospitals  has  re- 
ported that  academic  medical  centers  comprise  only  18  percent  of  the  nation's  hos- 
pital beds,  but  they  provide  45  percent  of  indigent  care.  It  was  these  financial  pres- 
sures which  were  the  driving  force  behind  the  creation  last  year  of  the  KU  Hospital 
Authority  by  the  Kansas  Legislature. 

Medicare  has  historically  supported  both  the  teaching  and  indigent  care  miss  ions 
of  academic  medical  centers  through  its  funding  of  direct  and  indirect  medical  edu- 
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cation  payments  and  disproportionate  share  payments.  Direct  medical  education 
payments  provide  funding  toward  the  costs  of  faculty  and  residents.  Indirect  medical 
education  payments  provide  reimbursement  to  teaching  hospitals  for  the  additional 
costs  incurred  in  training  residents,  developing  new  treatments  and  technologies, 
and  for  treating  the  highly  complex  cases  typically  handled  by  teaching  hospitals. 
Disproportionate  share  payments  provide  ninding  to  hospitals  that  serve  a  dis- 
proportionately high  indigent  patient  population. 

As  you  know,  the  Balanced  Budget  Act  of  1997  has  made  the  most  sweeping 
changes  to  the  Medicare  program  since  the  program's  inception  in  1965.  Its  original 
purpose  was  to  reduce  the  rate  of  growth  in  Medicare  expenditures  to  extend  the 
Medicare  trust  fund's  solvency.  It  certainly  has  achieved  that  with  projections  of  sol- 
vency until  the  year  2015.  However,  recent  studies  have  shown  that  the  reduction 
in  expenditures  is  projected  to  be  significantly  greater  than  originally  intended.  Ac- 
cording to  The  Lewin  Group's  recent  report  to  the  American  Hospital  Association, 
the  cuts  will  approximate  $71  billion  over  five  years.  Instead  of  just  reducing  the 
rate  of  expenditure  growth,  when  adjusting  for  the  hospital  market  basket  rate  of 
inflation,  post-BBA  payments  will  be  actually  decreasing  reimbursement  levels  in 
today's  dollars. 

In  financial  terms,  because  of  the  Balanced  Budget  Act,  KU  Medical  Center  ex- 
pects to  receive  approximately  $30  million  less  in  Medicare  reimbursement  over  the 
five-year  period  beginning  October  1,  1997.  These  annual  reductions  are  expected 
to  grow  from  the  $3.1  million  cut  experienced  in  fiscal  year  1998  to  a  projected  $8.4 
million  by  fiscal  year  2002.  Of  the  total  $30  million  reduction,  approximately  $17 
million  relates  to  the  indirect  medical  education  and  disproportionate  share  pay- 
ments supporting  our  teaching  and  indigent  care  missions.  These  cuts  will  make  it 
much  more  difficult  for  KU  Medical  Center  to  maintain  its  ability  to  provide  the  citi- 
zens of  Kansas  with  the  highest  level  of  health  care  services  regardless  of  their  abil- 
ity to  pay.  They  also  hamper  our  ability  to  support  the  teaching  and  research  pro- 
grams necessary  to  train  the  doctors  of  tomorrow  for  the  state  of  Kansas. 

The  overall  result  of  the  Balanced  Budget  Act  has  been  to  substantially  reduce 
the  total  margins  of  all  hospitals,  with  many  academic  medical  centers  around  the 
country  already  experiencing  losses  in  the  tens  and  hundreds  of  millions.  Fortu- 
nately, KU  Hospital  has  been  able  to  withstand  the  first  rounds  of  Medicare  cut- 
backs and  it  has  not  yet  experienced  these  types  of  losses.  This  has  been  primarily 
due  to  a  three-year  effort  to  reduce  the  Hospital's  workforce  through  attrition.  How- 
ever, the  financial  hardship  caused  by  the  Balanced  Budget  Act  has  already  resulted 
in  a  tightening  of  credit  for  not-for-profit  hospitals  generally  and  particularly  for 
academic  medical  centers.  This  will  mean  a  higher  cost  of  borrowing  at  the  same 
time  that  margins  and  cash  reserves  are  squeezed  by  the  combination  of  reimburse- 
ment cuts,  increasing  supply  costs  and  labor  shortages.  The  reduced  Medicare  reve- 
nues cannot  be  easily  replaced  in  the  private  sector,  as  no  other  major  private 
payors  voluntarily  participate  in  the  funding  of  medical  education  or  indigent  care. 
The  combination  of  these  factors  threatens  the  Medical  Center's  long  term  future 
and  could  limit  our  ability  to  reinvest  in  facilities  and  programs. 

KU  Medical  Center's  situation  is  not  unique,  as  all  healthcare  providers  in  Kan- 
sas will  incur  financial  hardship  under  the  Balanced  Budget  Act.  The  cuts  to  out- 
patient and  home  health  services  will  particularly  impact  rural  health  care  provid- 
ers, who  according  to  The  Lewin  Group  study,  are  already  experiencing  negative 
Medicare  margins.  Given  that  rural  hospitals,  on  a  percentage  basis,  are  typically 
more  reliant  on  the  Medicare  program  than  their  urban  counterparts,  these  cuts  will 
likely  be  devastating  to  many  smaller  institutions.  The  result  could  be  an  even 
greater  reduction  in  health  care  access  than  currently  exists  for  the  rural  elderly. 

The  public  discourse  regarding  the  future  of  public  financing  of  health  care  needs 
to  address  the  funding  for  "public  goods"  like  indigent  care  and  medical  education. 
Historically,  Medicare  and  Medicaid  have  paid  their  fair  share  of  these  programs, 
while  the  transition  to  managed  care  has  all  but  eliminated  any  subsidy  by  the  pri- 
vate sector.  Unfortunately,  the  Balanced  Budget  Act  has  significantly  eroded  one  of 
the  only  remaining  funding  sources  for  these  programs.  At  the  same  time  that  these 
hardships  are  being  placed  on  providers,  Washington  is  debating  how  to  spend  a 
federal  budget  surplus  of  billions  of  dollars.  The  future  of  medical  research  and  the 
next  generation  of  physicians  is  at  stake.  It  is  our  hope  that  a  reasonable  com- 
promise can  be  reached  which  will  allow  the  current  health  care  infrastructure  to 
remain  financially  viable. 

Senator  Brownback.  Good.  Thank  you  very  much  for  your  com- 
ments. And,  Mr.  Lundstrom,  thank  you  for  joining  us.  The  micro- 
phone is  yours. 
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Mr.  LUNDSTROM.  Senator,  on  behalf  of  small  rural  hospitals,  I 
thank  you  for  the  opportunity  to  be  here  and  for  your  interest  in 
the  effects  the  Balanced  Budget  Act  is  having  on  Kansans. 

I  come  before  you  today  to  share  a  concern  that  if  proper  atten- 
tion is  not  given,  health  care  in  rural  America  is  in  danger  of  ex- 
tinction. 

Lindsborg  Community  Hospital  is  a  private  not-for-profit  hos- 
pital, licensed  for  39  beds,  in  a  thriving  community  of  3,200  hun- 
dred people. 

Senator  BROWNBACK.  Mr.  Lundstrom,  why  don't  you  pull  that 
microphone  up  to  you  a  little  bit  more. 
Mr.  Lundstrom.  Is  that  better? 
Senator  Brownback.  Yes,  that  helps  out. 
Mr.  Lundstrom.  I  will  try  to  speak  up  a  little. 
Senator  Brownback.  Thank  you. 

Mr.  Lundstrom.  Our  quality  of  life  and  our  cultural  arts  reputa- 
tion is  known  throughout  the  Midwest.  We  have  an  active,  success- 
ful business  community  based  on  agriculture  and  tourism  honoring 
our  Swedish  heritage.  For  years  the  

Senator  Brownback.  I  think  yours  was  the  first  place  I  ever 
tasted  ludfish. 

Mr.  Lundstrom.  Lutfisk. 

Senator  Brownback.  Lutfisk.  Maybe  that  is  why  it  did  not  taste 
very  good  to  me. 

Mr.  Lundstrom.  You  do  develop  a  taste  for  it. 

Senator  Brownback.  Is  it?  People  have  told  me  that.  I  am  not 
there  yet. 

Mr.  Lundstrom.  We  will  have  you  back  again  for  some  more. 
Senator  Brownback.  OK. 

Mr.  Lundstrom.  For  years  the  community  has  invested  re- 
sources and  efforts  into  attracting  retirees  to  the  community.  We 
have  found  that  they  add  a  dimension  to  our  heritage  and  our  cul- 
tural climate. 

Due  to  the  success,  however,  we  have  also  found  that  the  hos- 
pital's patient  mix  is  77  percent  Medicare.  Thus,  we  are  penalized 
for  serving  this  population  whenever  cuts  in  Medicare  reimburse- 
ment take  place. 

Ten  years  ago  our  community  raised  nearly  $2  million  to  build 
a  new  hospital  and  a  new  rural  health  clinic.  We,  in  return,  are 
responsible  to  those  people  to  be  thrifty  and  reflect  those  Swedish 
ancestral  values.  So  we  were  cost  effective  and  efficient  long  before 
anyone  ever  heard  of  managed  care  or  the  BBA. 

For  the  past  3  years  we  have  reduced  our  budgeted  operating  ex- 
pense a  total  of  $109,386.50  just  in  order  to  remain  viable.  Yet,  our 
operating  margins  have  dropped  from  3.02  percent,  which,  I  think 
you  will  agree,  is  not  very  large  on  a  $4  million  budget,  to  a  cur- 
rent 18  hundredths  of  1  percent  last  year  after  the  implementation 
of  the  BBA. 

Senator  Brownback.  That  is  about  as  close  to  not-for-profit  as 
you  can  get. 

Mr.  Lundstrom.  Not-for-profit  as  you  can  get.  Monies  budgeted 
for  better  diagnostic  equipment  and  patient  care  had  have  to  be  re- 
directed to  HCFA  mandates,  such  as  surety  bonds  and  OASIS. 
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Our  home  health  services,  which  used  to  be  self-supporting,  now 
is  a  subsidized  service  requiring  the  previous  few  dollars  we  do 
have  for  equipment  and  programs  to  be  used  to  keep  this  service 
afloat. 

Two  large  for-profit  home  health  agencies  have  left  our  area,  so 
our  hospital-based  service  is  critical  to  serving  the  Medicare  popu- 
lation and  to  avoiding  hospital  and  nursing  home  admissions. 

When  the  interim  payment  system  was  implemented  we  were 
paid  the  lowest  per  beneficiary  rate  in  the  State.  A  prospective  pay- 
ment system  is  due  to  be  implemented  in  October  of  1999,  and  I 
urge  Congress  to  make  sure  that  this  occurs  because,  should  it  not, 
an  additional  15  percent  cut  in  home  health  reimbursement  is 
scheduled  to  take  place,  thus  ensuring  that  home  health  agencies 
throughout  Kansas,  including  ours,  will  be  closing  their  doors  and 
forcing  patients  to  higher  cost  centers  such  as  hospitalization  or 
nursing  home  admissions. 

Senator  Brownback.  What  home  health  care  entities  left  your 
area? 

Mr.  Lundstrom.  Sunflower  was  one,  and  I  believe  Genesis  was 
the  other. 

Senator  Brownback.  Did  they  just  pull  out  of  your  area  or  did 

they  

Mr.  Lundstrom.  Yes,  they  did. 

Senator  Brownback.  OK.  So  they  are  still  operating  in  some 

other  areas  that  they  consider  

Mr.  Lundstrom.  More  profitable. 

Senator  Brownback.  — ones  that  they  can  operate  in? 

Voice  from  audience.  Not  any  more.  They  are  closed. 

Mr.  Lundstrom.  Since  closed? 

Senator  Brownback.  Both  of  them  have. 

Mr.  Lundstrom.  In  1993  Lindsborg  had  one  physician.  Due  to 
rural  health  clinic  provisions,  we  were  able  to  attract  two  more  doc- 
tors to  serve  our  area.  Yet,  we  are  in  a  fragile  position. 

Our  problem,  and  one  which  many  communities  in  rural  America 
face,  is  the  age  of  our  providers.  Two  of  my  physicians  are  more 
than  60  years  of  age.  And  overnight  we  could  have  a  provider 
shortage  that  would  stop  access  to  services.  Yet,  the  way  the  way 
the  regulations  are  written,  we  must  experience  this  Medicare  pro- 
vider shortage  in  order  to  retain  our  rural  health  clinic  status. 

Kansas  had  a  reshuffling  of  districts,  and  I  believe  30  percent  of 
the  counties  were  declassified? 

Voice  from  audience.  Approximately  30  percent. 

Senator  Brownback.  Now,  what  happened  here?  30  percent  of 
the  counties  were  what? 

Voice  from  audience.  Declassification  for  underservice  

Senator  Brownback.  Well,  maybe  we  can  get  during  questioning 
period  then. 

Mr.  Lundstrom.  Ironically,  our  physicians  are  some  of  the  few 
in  the  area  that  still  accept  new  Medicare  patients.  We  need  for 
you  to  work  to  ensure  that  these  programs  will  continue  and  will 
be  available  to  us,  and  hope  that  the  existing  rural  health  clinics 
will  be  grandfathered  into  the  current  program. 

Another  major  concern  that  I  have  as  an  administrator  is  the  de- 
crease we  anticipate  from  the  outpatient  prospective  payment  sys- 
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tern.  With  the  small  margins  between  existence  and  nonexistence, 
I  ask  that  you  give  attention  to  Senate  Bill  980  and  Senate  Bill 
1263,  which  both  provide  for  some  outpatient  PPS  relief. 

And  I  realize  that  the  health  care  system  cannot  be  fixed  over- 
night. However,  putting  further  Balanced  Budget  Act  implementa- 
tions on  hold  would  allow  for  some  analysis  of  the  impacts  both  in- 
tended and  unintended  by  all  parties. 

Some  new  dollars  need  to  reach  Medicare  dependent  hospitals  to 
provide  some  relief.  Otherwise,  you  may  be  unintentionally  sending 
rural  patients  to  higher  cost  secondary  and  tertiary  facilities.  You 
may  be  eliminating  emergency  and  primary  care  where  it  is  needed 
most,  near  our  homes  and  families,  and  in  thriving  communities 
like  ours  in  rural  America. 

We,  in  rural  America,  don't  use  up  Federal  dollars  for  gangs  or 
violence  or  drugs.  We  have  little  crime  to  speak  of.  Yet  we  des- 
perately need  fair  reimbursement  and  equal  access  to  quality 
health  care,  in  the  provider's  office,  the  hospitals,  and  at  home  for 
Medicare  patients. 

I  thank  you  for  the  opportunity  to  testify  and  for  your  time,  Sen- 
ator. And  I  look  forward  to  working  with  you  to  find  reasonable  so- 
lutions. 

[The  prepared  statement  of  Mr.  Lundstrom  follows:] 

Prepared  Statement  of  Gregory  S.  Lundstrom 

On  behalf  of  small  rural  hospitals,  I  thank  you,  Senator  Brownback,  for  this  op- 
portunity to  be  here  and  for  your  interest  in  the  effects  the  Balanced  Budget  Act 
is  having  on  Kansans.  I  come  before  you  today  to  share  the  fact  that  if  proper  atten- 
tion is  not  given,  health  care  in  rural  America  is  in  danger  of  extinction. 

Lindsborg  Community  Hospital  is  a  private  not-for-profit  facility,  licensed  for  39 
beds,  in  a  thriving  community  of  thirty-two  hundred  residents.  Our  quality  of  life 
and  cultural  arts  reputation  is  known  throughout  the  Midwest.  We  have  an  active, 
successful  business  community  based  on  agriculture  and  tourism  honoring  our 
Swedish  heritage. 

For  years  the  community  has  invested  resources  and  efforts  into  attracting  retir- 
ees to  our  community.  We  have  found  that  they  add  a  dimension  to  our  heritage 
and  cultural  climate.  Due  to  this  success,  however,  we  have  also  found  that  the  hos- 
pital's patient  mix  is  77%  Medicare.  Thus,  we  are  penalized  for  serving  this  popu- 
lation whenever  cuts  in  Medicare  reimbursement  take  place. 

Ten  years  ago  our  community  raised  nearly  two  million  dollars  to  build  a  new  hos- 
pital and  rural  health  clinic.  We,  in  turn,  are  responsible  to  that  same  constituency 
to  be  thrifty  and  reflect  our  ancestors'  values.  So  we  were  cost  effective  and  efficient 
long  before  anyone  ever  heard  of  managed  care  or  the  Balanced  Budget  Act. 

For  the  past  three  years,  we  have  reduced  our  budgeted  operating  expense  a  total 
of  $109,386.50  in  order  to  remain  viable,  yet  our  operating  margins  at  the  hospital 
have  dropped  from  3.02%  (not  very  high  for  a  four  million-dollar  operation)  to  a  cur- 
rent 18  hundredths  of  1  percent  last  year  after  implementation  of  the  Balanced 
Budget  Act. 

Monies  budgeted  for  better  diagnostic  equipment  and  patient  care  had  to  be  redi- 
rected to  HCFA  mandates,  such  as  surety  bonds  and  OASIS. 

Our  Home  Health  service  used  to  be  self  supporting.  Now  it  is  a  subsidized  serv- 
ice requiring  the  precious  few  dollars  we  do  have  for  equipment  and  programs  to 
be  used  to  keep  this  service  afloat.  Two  large  for-  profit  Home  Health  agencies  have 
left  our  area,  so  our  hospital-based  service  is  critical  to  serving  the  Medicare  popu- 
lation and  to  avoiding  hospital  and  nursing  home  admissions. 

When  the  Interim  Payment  System  was  implemented,  we  were  paid  the  lowest 
per  beneficiary  rate  in  the  state.  A  Prospective  Payment  System  is  due  to  be  imple- 
mented in  October  of  1999.  1  urge  Congress  to  make  sure  that  this  occurs,  because 
should  it  not,  an  additional  15%  cut  in  home  health  reimbursement  is  scheduled  to 
take  place,  thus  ensuring  that  home  health  agencies  throughout  Kansas,  including 
ours,  will  be  closing  their  doors  and  forcing  patients  to  higher  cost  options  such  as 
hospitalization  or  admittance  to  nursing  homes. 
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In  1993,  Lindsborg  had  one  physician.  Due  to  Rural  Health  Clinic  provisions,  we 
were  able  to  attract  two  more  Doctors  to  serve  our  area.  Yet,  we  are  in  a  fragile 
position.  Our  problem  and  one  which  many  communities  in  rural  America  face,  is 
the  age  of  our  providers.  Two  of  my  physicians  are  more  than  60  years  of  age.  Over- 
night we  could  have  a  provider  shortage  that  would  stop  access  to  services.  Yet  the 
way  the  regulations  are  written,  we  must  experience  this  Medicare  provider  short- 
age in  order  to  retain  Rural  Health  Clinic  status.  Ironically,  our  physicians  are  the 
few  in  our  service  area  which  are  accepting  new  Medicare  patients.  Please  work 
with  Rural  America  to  ensure  that  programs  such  as  this  are  and  will  continue  to 
be  available  and  that  existing  Rural  Health  Clinics  are  "grandfathered"  into  the  pro- 
gram. 

Another  major  concern  I  have  as  an  administrator  is  the  decrease  we  anticipate 
from  outpatient  Prospective  Payment  System.  With  the  small  margins  between  ex- 
istence and  nonexistence,  I  ask  that  you  give  attention  to  S.  980  and  S.  1263  for 
outpatient  PPS  relief. 

I  realize  that  the  problems  with  our  health  care  system  cannot  be  fixed  overnight. 
However,  putting  further  Balanced  Budget  Act  implementations  on  hold  would 
allow  for  analysis  of  the  impacts  both  intended  and  unintended  by  all  parties. 

Some  new  dollars  need  to  reach  Medicare  dependent  hospitals  to  provide  some  re- 
lief, otherwise,  you  may  be  unintentionally  sending  rural  patients  to  higher  cost  sec- 
ondary and  tertiary  facilities.  You  may  be  eliminating  emergency  and  primary  care 
where  it  is  needed  most,  near  our  homes,  families,  and  in  thriving  communities  like 
ours  in  rural  America. 

We,  in  rural  America,  don't  use  up  the  federal  dollars  for  gangs,  violence,  or 
drugs.  We  have  little  crime  to  speak  oi  Yet  we  desperately  need  fair  reimbursement 
and  equal  access  to  quality  health  care,  in  the  providers  office,  the  hospital,  and  at 
home  for  Medicare  recipients. 

Thank  you  for  this  opportunity  to  testify  and  for  your  time  Senator  Brownback. 
I  look  forward  to  working  with  you  to  find  reasonable  solutions. 

Senator  Brownback.  And  I  look  forward  to  working  with  you 
further,  as  well.  In  the  interest  of  time,  let's  see,  I  think  we  will 
go  to  the  third  panel  and  then — so  we  can  get  as  many  people  com- 
menting and  an  interaction.  Thank  you  very  much.  I  think  this  was 
an  excellent  panel  of  laying  out  some  of  the  problems  we  are  expe- 
riencing and  having  in  Kansas. 

The  final  panel  will  be  Linda  Lubensky.  She  is  president  of  the 
Kansas  Home  Care  Association  of  Topeka.  And  Terri  Wahle,  a  reg- 
istered nurse,  administrator  of  Home  Health  Center  at  Geary 
County  Hospital  in  Junction  City,  KS. 

And  I  know  in  my  travels  across  Kansas  I  am  hearing  of  more 
and  more  closings  of  home  health  care  agencies  than — and  prob- 
lems there  than  virtually  anywhere  else.  So  I  want  to  hear  what 
the  panelists  have  to  say  about  this. 

And,  Ms.  Lubensky,  thank  you  very  much  for  joining  us.  Good  to 
see  you  again.  And  the  floor  is  yours. 

STATEMENTS  OF  LINDA  LUBENSKY,  EXECUTIVE  DIRECTOR, 
KANSAS  HOME  CARE  ASSOCIATION,  TOPEKA,  KS;  AND  TERRI 
WAHLE,  RN,  ADMINISTRATOR,  HOME  HEALTH  CENTER  AT 
GEARY  COUNTY  HOSPITAL,  JUNCTION  CITY,  KS 

Ms.  Lubensky.  Thank  you.  I  appreciate  this  opportunity,  Sen- 
ator. It  has  been  very  interesting  sitting  here  and  listening  to  the 
other  providers  about  they  are  hurting.  Well,  Senator,  we  are 
watching  the  absolute  destruction  of  the  home  care  industry,  and 
not  just  in  Kansas  either. 

Over  2,200  Medicare  certified  agencies  have  closed  in  the  last  18 
months.  In  Kansas  alone  the  figure  this  morning  was  47.  The  fig- 
ure right  now  is  49.  That  is  over  22  percent  of  the  certified  home 
care  agencies  that  we  had  in  our  State  as  of  when  the  Balanced 
Budget  Act  was  passed. 
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Now,  why  is  this  happening?  Probably  because  home  care  took 
a  very  disproportionate  blow  under  the  BBA.  Originally,  Congress 
wanted  to  save  about  $16  billion  over  the  5  year  period.  But,  be- 
cause of  an  unprecedented  two-thirds  gaming  factor  that  was  added 
by  the  CBO,  the  actual  cuts  to  home  care  over  that  same  period 
are  going  to  be  closer  to  $50  billion.  And  there  is  no  way  that  you 
can  make  me  believe  that  that  has  not  affected  the  Medicare  bene- 
ficiary and  the  care  that  they  are  entitled  to. 

Now,  by  far,  the  biggest  blow  to  home  care  has  come  because  of 
the  interim  payment  system.  Agencies  knew  the  cuts  would  be  hor- 
rendous. They  began  immediately  to  do  very  quick  downsizing. 
They  did  layoffs.  They  got  rid  of  middle  management  and  top  man- 
agement. Administrators  are  out  in  the  field  now  doing  nursing 
work,  but  they  couldn't  do  it  fast  enough. 

And  to  make  it  even  harder,  they  did  not  even  know  what  their 
limits  for  almost  a  year.  So,  consequently,  agencies  amassed  these 
huge  overpayments  which  now  are  due  back  to  Medicare. 

Well,  any  agency  that  was  lucky  enough  to  have  any  reserves — 
those  reserves  were  usually  earmarked  for  indigent  care  in  their 
communities — those  have  been  used  for  those  overpayments.  And, 
yet,  the  agencies  are  still  in  debt. 

The  banks  look  at  us  and  they  know  that  we  are  not  a  good  bet 
any  more.  And  so  they  are  so  willing  to  extend  credit  lines,  and 
cash  flow  is  very  tight.  Even  having  your  payments  delayed  by  a 
week  means  that  you  cannot  meet  your  payroll. 

And  the  whole  point  comes  down — not  just  for  home  care,  but  all 
of  these  providers  that  you  have  heard  from — if  you  cannot  pay 
your  staff,  if  you  cannot  purchase  supplies,  if  you  cannot  meet  your 
expenses,  you  simply  cannot  stay  in  business. 

And  we  are  truly  on  a  verge  right  now  where  most  of  the  agen- 
cies that  are  still  afloat  are  hanging  on  by  the  white  knuckles.  And 
they  are  wondering  how  much  longer  they  can  hang  on. 

Now,  why  is  that  so  critical  to  our  rural  health  care  system? 
Home  care  popped  up  in  the  first  place  because  of  the  DRG  system 
that  was  imposed  on  hospitals.  We  became  the  safety  net  for  those 
patients  that  were  released  quicker  and  sicker.  And  the  acuity  lev- 
els are  very  high. 

And  if  home  care  dies,  particularly  in  a  rural  State  like  ours, 
what  happens  to  those  people?  There  will  be  longer  hospital  stays 
because  hospitals  will  be  facing  very  large  ethical  issues.  There  will 
be  greater  readmittances.  There  will  be  more  dual  eligibles  that 
will  eventually  get  down  to  the  nursing  home  placement  under 
Medicaid  and  break  the  backs  of  our  State  as  they  try  to  take  care 
of  our  people. 

Home  care  is  an  integral  part  of  our  rural  health  care  system. 
Now,  it  is  very  frustrating  in  these  last  18  months  to  try  to  explain 
to  people  that  small  is  not  bad.  Small  is  not  uneducated  or  unso- 
phisticated. They  are  not  fraud  and  abusers  because  they  are 
small.  They  are  small  in  a  rural  State  because  that  is  what  works. 

Because  your  population  is  small,  you  do  not  have  choice  about 
case  mix,  you  do  not  have  choices  about  spreading  out  your  ex- 
penses over  this  huge  patient  population.  What  you  are  trying  to 
do  is  meet  the  needs  of  your  community. 
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And  you  do  that  usually  costing  you  more  money  because  you  are 
driving  farther,  because  you  are  dealing  with  patients  out  in  rural 
areas  that  may  not  even  have  the  simplest  amenities,  such  as  run- 
ning water.  You  have  a  lot  of  complex  problems  to  take  care  of,  and 
your  overhead  is  very  high  because  you  are  trying  to  meet  all  of 
the  multitude  of  mandates  that  come  down  under  Medicare. 

Now,  the  interim  payment  system  is  crucifying  us  because  we  are 
receiving  over  30  percent  less  for  providing  the  same  amount,  the 
same  level,  and  the  same  kind  of  services  that  we  did  prior  to  the 
BBA.  Nothing  has  changed  in  the  benefits.  Patients  are  being  told 
that  they  are  eligible  for  it,  but  we  are  supposed  to  provide  it  for 
over  30  percent  less.  We  simply  cannot  continue  to  do  that. 

At  the  same  time  our  costs  get  higher  and  higher  because  we 
have  new  mandates,  like  the  OASIS  information  system,  which  was 
very  expensive  for  many  of  our  providers  to  implement.  Many  of 
our  providers  were  not  even  computerized,  and  now  they  are  hav- 
ing to  come  up  with  those  initial  expenses  for  hardware,  software, 
staff,  training — all  of  that. 

On  top  of  that,  we  have  had  to  deal  with  sequential  billing.  We 
have  had  to  deal  with  the  surety  bonds.  We  have  had  to  deal  with 
15-minute  increment  reporting — on  and  on  and  on.  And  each  and 
every  mandate  that  is  imposed  upon  us  costs  us  money  because 
Medicare  refuses  to  pay  for  it. 

So  people  look  at  us  and  they  say,  My  God,  how  can  you  charge 
that  for  a  home  care  visit.  Well,  you  look  at  that  and  you  start  fig- 
uring out  how  much  of  that  cost  for  that  visit  is  actually  so  that 
you  can  remain  a  part  of  this  program  because  you  know  the  peo- 
ple in  the  rural  areas  have  a  right  to  Medicare  as  much  as  the  peo- 
ple who  live  in  Kansas  City  or  the  city  of  Wichita. 

We  cannot  allow  ourselves  to  get  in  a  situation  where  health  care 
benefits  are  contingent  on  where  you  live.  The  rural  Kansan  has 
as  much  a  right,  and  we  have  as  great  a  responsibility  to  meet 
their  needs  as  we  do  the  people  who  live  in  New  York  City  or  Los 
Angeles  or  any  of  the  bigger  cities. 

One  of  the  hospitals  was  talking  about  the  per  bene  rate  that 
they  were  looking  at  for  their  home  care  agency.  That  is  ridiculous. 
The  norm  is  about  4,000.  We  have  providers  in  Kansas  that  are 
800  and  900.  And,  with  that,  they  are  to  provide  the  amount  and 
the  range  of  services  as  an  agency  whose  per  bene  is  15-,  $16,000 
on  the  east  coast. 

Now,  what  does  that  say  to  the  Kansan  about  what  their  rights 
are  as  a  citizen  in  these  United  States?  What  does  it  say  about 
Kansas  providers  who  are  trying  to  provide  the  best  care  they  pos- 
sibly can  within  the  limitations  that  they  find  themselves?  It  is 
such  a  level  of  inequality  that  we  have  got  to  address  that  as 
quickly  as  possible. 

We  need  to  help  Washington  understand  about  rural  states,  and 
Kansas  certainly  is  not  the  only  one.  There  are  a  lot  of  us  rural 
states  out  there. 

We  need  to  impress  on  HCFA  the  importance  of  not  just  waiting 
for  those  first  four  ripples  to  see  what  impacts  are.  But  we  need 
to  know,  not  only  who  our  beneficiary  base  is  under  Medicare,  we 
need  to  know  our  providers.  We  need  to  know  what  is  different  be- 
tween urban  and  rural.  We  need  to  know  what  is  different  region- 
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ally.  We  need  to  know  what  is  different  between  the  different  types 
of  auspices  that  run  agencies  in  our  State. 

The  time  will  come  when  the  damage  will  be  irrevocable.  And  the 
reason  for  that  is  that  it  has  taken  us  well  over  20  years  to  get 
home  care  available  in  every  part  of  our  State.  That  was  done  with 
the  help  of  seed  money  that  came  from  our  government  at  that 
time  and  from  a  Federal  source. 

Every  time  we  lose  a  rural  provider,  it  will  take  us  ever  so  much 
longer  to  get  a  replacement.  The  big  companies  like  Olsten  are  not 
interested  in  Hill  City.  They  will  not  go  out  there. 

It  is  the  people  within  the  communities  that  are  trying  to  fill  the 
need  that  they  know  exists.  And  nobody  in  their  right  mind  would 
enter  Medicare  home  care  today.  It  is  a  losing  proposition. 

Now,  what  can  we  do  about  it?  There  are  several  things  we  can 
do.  I  think  that  it  is  deplorable  that  HCFA  does  not  allow  us,  or 
any  provider,  to  have  a  greater  level  of  input  in  the  development 
of  changes  that  are  going  to  occur  in  the  program. 

We  have  a  number  of  new  challenges  to  face  in  2000.  Surety 
bonds  are  coming  back.  New  conditions  of  participation,  corporate 
compliance  programs,  an  untried  PPS  system,  which  we  have  had 
very  little  input  into,  that  has  a  brand  new  case  mix  adjuster  that 
we  know  absolutely  nothing  about  it.  We  have  pleaded  with  HCFA 
repeatedly  to  allow  us  to  be  part  of  the  design  element,  and  have 
received  no  response  whatsoever. 

HCFA  is  a  part  of  government.  But  Congress  is  the  ultimate 
watchdog  of  what  happens  in  our  country.  And  there  needs  to  be 
greater  concern  and  watching  over  how  things  are  done.  It  is  not 
enough  just  to  pass  a  law.  It  is  important  to  see  how  that  law  is 
implemented. 

It  is  important  to  understand  the  ramifications  that  it  will  cause, 
not  to  just  a  small  business  industry  like  home  care — though  we 
should  have  rights  that  have  been  ignored,  being  a  small  business 
industry. 

But,  ultimately,  the  biggest  people  paying  the  price  are  the  bene- 
ficiaries in  our  country.  And  if  we  let  our  rural  health  care  system 
go  down  the  tubes — and  we  certainly  seem  to  be  going  in  that  di- 
rection— the  cost  to  us  as  a  society  and  individually  will  be  far 
greater  than  we  ever  could  have  anticipated.  Thank  you. 

[The  prepared  statement  of  Ms.  Lubensky  follows:] 

Prepared  Statement  of  Linda  Lubensky 

The  Balanced  Budget  Act  of  1997  included  a  number  of  provisions  intended  to  re- 
duce growth  and  control  the  spiraling  costs  of  health  care.  Although  most  provider 
groups  received  significant  cuts,  the  home  care  industry  received  the  greatest  blow. 
Initially,  Congress  designed  the  BBA  provisions  to  reduce  the  Medicare  home  care 
benefit  by  $16  billion  over  five  years.  In  actuality,  the  cuts  from  home  care  during 
that  time  period  will  come  closer  to  $50  billion,  due  to  an  unprecedented  twothirds 
behavioral  offset  that  the  Congressional  Budget  Office  wrongly  predicted  would 
occur.  And  yet,  other  than  the  elimination  of  venipuncture  as  a  qualifying  service, 
the  coverage  under  the  home  care  benefit  remains  the  same. 

The  chaos  caused  by  the  BBA,  as  well  as  the  way  in  which  HCFA  chose  to  inter- 
pret and  implement  the  home  care  provisions,  has  resulted  in  the  closure  of  over 
2,000  Medicare  home  care  agencies  nationwide.  In  Kansas  alone,  we  have  lost  47 
providers,  to  date,  with  others  indicating  their  imminent  closure.  The  factors 
contributin2  to  these  closures  are  multiple  a-lid  complex.  A  major  one  has  been  the 
reduced  reimbursement  under  the  Interim  Payment  System.  Although  providers  re- 
alized that  the  cuts  would  be  sizable,  and  made  rapid  changes  to  reduce  their  costs 
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accordingly,  most  were  "in  the  dark"  for  the  better  part  of  a  year  before  being  noti- 
fied of  their  actual  limits.  Despite  the  rapid  lay-offs,  the  downsizing,  and  the  reduc- 
tion of  services,  most  agencies  were  still  above  their  limits  and  accruing  significant 
overpayments,  which  were  soon  demanded  by  Medicare.  Providers  are  being  ex- 
pected to  give  the  same  level  of  care  for  over  30%  less  reimbursement  and  they  sim- 

Sly  cannot  cover  their  costs.  Very  quickly,  reserves  have  been  depleted  and  cash 
ow  is  a  constant  problem.  Banks  are  less  willing  to  extend  credit  lines,  business 
owners  less  willing  to  carry  losses,  and  staff  less  willing  to  endure  the  stress  and 
constant  cutbacks. 

At  the  same  time,  we  have  other  issues,  which  have  greatly  exacerbated  the 
struggle  for  those  agencies  trying  to  stay  afloat.  Surety  bond  requirements  were 
issued  that  would  have  forced  many  to  jeopardize  their  personal  assets  to  qualify. 
Focused  medical  review  and  audits  were  increased,  using  staff  time  and  resources. 
A  new  sequential  billing  requirement  delayed  reimbursement  and  aggravated  cash 
flow  problems.  Fraud  and  abuse  initiatives  undermine  home  care's  credibility  and 
image.  Patients  are  afraid  and  physicians  reluctant  to  make  referrals.  The  imple- 
mentation of  a  new  data  collection  project  (OASIS)  required  significant  investment, 
largely  uncovered,  for  new  hardware  and  software  needs,  staffing,  training,  etc.  And 
now,  most  recently,  on  July  1,  agencies  began  to  implement  the  newest  mandate, 
15-minute  increment  reporting,  which,  once  again,  requires  more  change,  more  cost. 

There  has  been  some  minor  relief  Surety  bonds  were  put  on  hold,  but  only  after 
many  providers  had  made  the  investment.  Sequential  billing  is  being  removed,  but 
only  after  causing  major  disruption  and  huge  costs  to  providers.  Those  providers 
that  remain  in  business  do  so  knowing  that  the  future  is  very  uncertain.  There  is 
more  to  come  in  the  form  of  new  Conditions  of  Participation  requirements,  a  re-im- 
plementation of  the  surety  bond  requirements,  corporate  compliance  programs,  an 
additional  15%  cut  in  reimbursement,  an  unknown  Prospective  Payment  System, 
etc.  The  big  question  is,  "how  many  more  agencies  will  we  lose  before  Congress 
takes  corrective  action?" 

The  impact  on  the  Medicare  home  care  community  is  substantial.  Nurses  are  leav- 
ing the  home  care  field  in  large  numbers,  due  to  the  low  salaries,  huge  workloads, 
and  uncertain  future.  Staff  morale  is  low,  as  they  face  the  daily  dilemma  of  juggling 
resource  management  against  patient  needs.  The  medically  complex  and  costly  pa- 
tients are  finding  it  more  and  more  difficult  to  secure  providers,  due  to  their  heavy 
care  needs.  In  addition,  because  of  reduced  resources,  most  providers  must  offer  a 
more  limited  range  of  services  to  those  patients  they  do  accept.  Although,  for  years, 
our  agencies  have  participated  in  the  Senior  Care  Act,  HCBS  waivers,  etc.,  they  can- 
not continue  to  subsidize  these  low-paying,  long-term  care  programs  offered  by  the 
state,  and  are  now  withdrawing  to  eliminate  any  additional  losses.  Most  impor- 
tantly, the  mounting  numbers  of  agency  closures,  and  their  branches,  are  threaten- 
ing access  to  services  and  beneficiary  choice,  particularly  in  the  rural  areas.  As 
home  care  becomes  less  available,  it  is  inevitable  that  we  will  see  rising  hospital 
costs,  due  to  re-admittances  and  longer  stays.  Nursing  home  placement  will  increase 
and  Medicaid  costs  escalate.  Many  of  our  most  vulnerable  citizens  will  be  more  at- 
risk  and  their  families  burdened  with  new  stresses  and  hard  decisions. 

Kansas  is  a  very  rural  state.  The  difficulties  of  providing  a  continuum  of  care  in 
rural  areas  are  huge.  The  population  is  small,  with  very  high  percentages  of  seniors. 
Providers  have  little  choice  in  case-mix  and  cannot  lower  their  cost  through  volume. 
For  home  care,  there  are  greater  travel  costs  involved  and  fewer  community  options 
available  to  provide  additional  patient  support.  Providers  simply  cannot  remain  in 
business  if  they  cannot  cover  their  costs.  Regardless  of  their  desire  to  serve  their 
communities,  they  must  be  able  to  pay  their  suppliers,  their  staff,  and  their  ex- 
penses. There  seems  to  be  a  huge  misconception  in  Washington,  D.C.  that  "small" 
is  bad  and  better  to  eliminate.  But,  the  small  providers  that  make  up  our  rural  net- 
works are  essential  to  our  ability  to  provide  health  care  and  support  to  beneficiaries 
on  the  basis  of  need,  and  not  location.  It  is  truly  shortsighted  to  undermine  our 
health  care  system  for  temporary  federal  savings.  The  ultimate  cost  to  us,  individ- 
ually and  as  a  society,  will  be  much  greater  than  we  could  ever  imagine.  In  our  sys- 
tem of  government,  expediency  frequently  precludes  careful  research  and  consider- 
ation. We  are  eager  to  react  quickly  to  a  concern,  and  base  our  decisions  on  suppo- 
sition rather  than  fact.  Worst  yet,  we  do  not  take  into  account  how  impact  will  vary 
according  to  regional  differences,  provider  type  and  size,  or  delivery  area  (urban  vs. 
rural).  Home  care  is  a  prime  example  of  that.  Home  care  is  also  a  very  important 
part  of  our  health  care  delivery  infrastructure.  It  provides  a  safety  net  for  those  pa- 
tients returning  from  the  hospital,  still  with  acute  care  needs.  It  can  lower  the 
chances  of  rehospitalization  and  extend  the  independence  of  those  who  can  remain 
in  their  homes  with  some  assistance.  It  is  cost  effective,  when  used  appropriately, 
and  allows  us  to  conserve  health  care  dollars  on  both  state  and  national  levels. 
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There  is  a  great  deal  at  stake  right  now  ...  for  the  health  care  delivery  system 
and  those  that  depend  on  public  programs  for  their  well  being  and  quality  of  life. 
We  are  running  out  of  time  and  urge  Congress  to  take  swift  action  to  halt  the  dam- 
age to  our  home  care  industry  before  it  becomes  irreversible. 

Senator  Brownback.  She  made  a  great  presentation,  but  it  is  a 
hearing,  and  I  would  appreciate  if  applause  would  not,  just  for 
comity,  and  for  everybody  here. 

Ms.  Wahle,  thank  you  very  much  for  joining  us.  And  please  make 
your  presentation. 

Ms.  Wahle.  Thank  you,  Senator.  I  want  to  thank  you  for  the  op- 
portunity to  address  you  from  the  home  care  industry. 

I  come  from  a  small  community  hospital  based  home  care  agency 
in  Junction  City.  But  I  represent  all  Kansas  agencies  and  agencies 
across  the  country,  as  I  have  heard  their  stories  and  they  are  much 
like  ours  in  Kansas.  Mine  will  be  on  a  little  bit  of  a  personal  note 
of  hearing  from  these  agencies. 

I  was  asked  to  prepare  testimony  on  this  issue,  and  I  not  only 
added  effects  of  the  Balanced  Budget  Act  of  1997  has  had  on  us, 
but  queried  my  colleagues  across  the  State  and — to  give  you  an 
idea  of  the  struggles  and  issues  we  are  all  experiencing,  whether 
from  a  public  health  department,  free  standing  home  health  agen- 
cy, or  a  hospital  based  home  health  agency.  It  is  imperative  that 
you  get  a  clear  understanding  of  the  crisis. 

In  the  Economic  and  Budget  Outlook  issued  July  1,  the  Congres- 
sional Budget  Office  attributed  lower  than  expected  Medicare 
spending  to  reduce  payments  to  home  health  agencies  under  the 
BBA.  This  report  substantiates  that  home — the  home  care  commu- 
nity's claims  that  Medicare  beneficiaries'  access  to  home  care  serv- 
ices has  been  jeopardized  by  these  cutbacks. 

These  have  had  a  much  more  damaging  impact  on  home  health 
agencies  than  Congress  ever  intended,  which  means  fewer  services 
for  our  elderly  homebound. 

The  BBA  was  designed  to  stem  the  growth  of  home  health  bene- 
fit by  reducing  spending  over  a  5  year  period  by  16.1  billion.  How- 
ever, instead  of  stemming  the  growth,  the  March  figures  show  cuts 
will  reduce  the  size  of  benefit  more  than  47  billion,  about  300  per- 
cent more  than  intended. 

These  drastic  reductions  in  Medicare  home  health  spending  have 
resulted  in  agencies  seeing  now  way  out  but  to  reduce  services,  lay- 
off personnel,  resulting  in  staff  left  increasing  their  workload  or 
closing  their  doors. 

A  free  standing  agency  in  rural  central  Kansas,  which  I  heard 
from  this  morning  again,  is  on  the  verge  of  closing,  as  all  of  the 
area  agencies  have  done,  including  their  public  health  department 
home  health  agency.  And  they  are  the  only  ones  providing  care 
within  their  county  and  surrounding  area. 

With  the  interim  payment  system,  and  who  we  are  reimbursed, 
with  the  combination  of  being  paid  the  lowest  of  either  the  com- 
bination of  unduplicated  visits — or  patients,  per  beneficiary  limits 
and  costs  limits,  they  found  themselves  in  an  overpayment  situa- 
tion to  Medicare  for  thousands  of  dollars  and  awaiting  the  cost  re- 
port results  for  this  fiscal  year  to  see  if  they  try  to  stay  open  or 
just  go  ahead  and  shut  their  doors. 


38 


Keep  in  mind  they  are  the  only  access  to  home  care  for  miles. 
What  will  happen  to  our  elderly  who  we  have  committed  to  take 
care  of  to  keep  out  of  institutions? 

Many  of  us  who  are  hospital  based  are  experiencing  the  same 
issues  as  the  hospital  administrators  and  financial  officers  are 
questioning  the  viability  of  their  agencies  who  are  receiving  drastic 
cuts  in  Medicare  funding  and  are  struggling  to  take  care  of  these 
individuals  under  State  funded  programs,  such  as  the  Senior  Care 
Act  and  Home  and  Community  Based  Services  provided  under  the 
Kansas  Department  on  Aging  where  reimbursement  is  significantly 
below  the  cost  of  services. 

Let  me  explain  these  services  provide — these  services  provided 
by  the  State.  In  rural  Kansas  Medicare  certified  agencies  or  health 
departments  are  a  primary  resource  for  providing  in  home  services 
needed  for  the  most  frail  and  vulnerable  older  adults. 

These  agencies  work  with  the  Area  Agency  on  Aging  case  man- 
agers to  provide  in  home  personal  care  for  at-risk  older  Kansans 
who  are  receiving  Senior  Care  Act  and  HCBS.  With  decreased 
funding,  agencies  try  to  rely  on  these  programs  to  provide  care. 
This  has  resulted  in  not  only  a  no  win  situation,  but,  to  add  to  that 
scenario,  the  funds  are  frozen.  Too  many  clients,  not  enough  funds. 

You  can  understand  why  administrators  are  finding  it  difficult  to 
keep  those  doors  open  due  to  costs  to  keep  those  in  need.  Many 
have  chosen  not  to  participate  in  these  programs. 

The  results  of  the  BBA  are  also  causing  us  to  closely  scrutinize 
our  referrals  to  the  agencies  and  evaluate  to  see  if  the  would-be  cli- 
ent would  be  too  financially  burdensome.  Is  that  a  way  to  look  at 
the  care  of  our  elderly? 

While  hospitals  are  under  the  gun  with  Medicare  funding  of  their 
own,  the  discharge  planners  and  case  managers  finding  it  increas- 
ingly difficult  to  make  proper  placements  to  agencies  and  are  find- 
ing that  the  end  result  is  a  nursing  home. 

Home  health  care  is  primarily  based  on  nursing  care.  It  is  the 
care  of  human  responses  to  diseases  or  conditions  that  are  classi- 
fied by  medical  diagnoses  and  further  quantified  into  ICD-9  or 
DRG  codes. 

Nursing  care  is  not  determined  by  medical  diagnosis  alone,  par- 
ticularly in  home  care.  The  care  plan  is  determined  by  the  age,  the 
ability  to  perform  the  basic  activities  of  daily  living,  the  ability  to 
learn  self-care  processes  that  are  related  to  medical  diagnoses. 

The  care  plan  is  also  impacted  in  rural  areas  with  limited  com- 
munity services,  such  as  Meals  on  Wheels  or  transportation  as  staff 
must  make  arrangements  for  services.  Lack  of  an  able  and  willing 
care  giver  continues  to  be  a  critical  variable  dramatically  influenc- 
ing the  amount  of  services  the  agency  needs  to  provide. 

Remember,  some  of  these  clients  are  90  to  100  years  old.  Their 
children  are  60  to  80  years  old.  The  care  giver  is  essential  to  safety, 
compliance  to  medications,  transportation  to  medical  appointments, 
developing  an  emergency  plan  when  the  client  is  unable  to  manage 
these  activities  independently.  All  these  translates  into  more  visits 
by  the  agency. 

The  administrator  of  our  local  health  department  informs  me 
that,  historically,  public  home  health  agencies  were  able  to  provide 
client  care  at  a  fraction  of  the  private  home  health  agency  cost  due 
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to  factors  such  as  county-owned  buildings,  and  the  pay  scales  were 
lower  for  the  nurses. 

In  spite  of  these  factors,  the  IPS  was  implemented  and  the  agen- 
cy lost  of  thousands  of  dollars.  In  order  not  to  close  their  doors  they 
reduced  stuff,  they  reduced  benefits,  and  they  are  not  able  to  take 
on  any  patients  they  used  to  take  care  of. 

On  a  personal  note,  we,  who  have  been  dedicated  in  home  care 
for  years,  have  seen  many  of  our  knowledgeable,  seasoned  home 
care  administrators  and  nurses  forced  out  of  business  by  the  effects 
of  the  Balanced  Budget  Act.  And  new  nurses  are  going  into  this 
business  blindly  into  a  no  win  situation. 

It  has  been  a  challenge  to  stay  in  home  care,  not  only  with  Medi- 
care cutbacks  but  many  other  burdensome  mandates  on  home 
health,  such  as  the  new  data  implementation  instrument  OASIS, 
the  15-minute  increment  reporting  started  July  1,  increased  scru- 
tiny of  documentation  with  more  focused  medical  review  and  addi- 
tional 15  percent  cut  scheduled,  and  the  preparation  for  prospective 

pay. 

We  are  an  integral  part  of  the  health  care  delivery  system,  and 
the  system  is  in  danger  of  damaging  the  infrastructure  of  public 
health.  Home  care  has  been,  and  always  will  be,  a  cost  effective 
health  care  delivery  system. 

We  also  look  at  efficiency  and  saving  the  Medicare  program  as 
I,  too,  hope  to  have  the  benefit.  We  cannot  forget  that  it  cannot  be 
at  the  expense  of  the  medically  necessary  health  care  services  for 
our  elderly. 

The  Medicare  program  continues  to  shift  cost  of  care  for  the  most 
frail  and  elderly  beneficiaries  to  the  State  and  local  governments. 
The  funding  is  not  there. 

The  needs  have  not  changed.  They  still  remain.  So,  while  Con- 
gress is  proud  of  passing  the  Balanced  Budget  Act,  it  came  at  the 
expense  of  our  elderly  and  providers  who  care  for  them.  Less  home 
care  is  being — not  being  provided — is  being  provided. 

More  elderly  are  going  without  care  and  more  home  health  agen- 
cies are  going — are  closing.  Access  to  care  has  become  a  paramount 
issue.  Thank  you  very  much  for  recognizing  the  problem. 

[The  prepared  statement  of  Ms.  Wahle  follows:] 

Prepared  Statement  of  Terri  Whale,  RN 

Senator  Brownback,  committee  members  and  fellow  panelists,  I  want  to  thank 
you  for  the  opportunity  to  address  you  with  comments  about  the  effects  of  public 
financing  on  the  healthcare  infrastructure  this  afternoon. 

I  come  from  a  small  community  hospital  based  home  care  agency  in  Junction  City, 
Kansas.  But  I  represent  all  Kansas  agencies  and  agencies  throughout  our  country 
as  I  have  heard  their  stories  and  they  are  much  like  ours  in  Kansas.  As  I  was  asked 
to  prepare  testimony  on  this  issue  I  not  only  added  what  effects  the  Balanced  Budg- 
et Act  of  1997  has  had  on  us  as  an  agency  but  queried  my  colleagues  from  all  over 
the  state  to  give  you  an  idea  of  the  struggles  and  issues  we  all  are  experiencing 
whether  from  a  public  health  department,  freestanding,  or  hospital  based  agency. 
It  is  imperative  that  you  get  clear  understanding  of  the  crisis. 

In  the  Economic  and  Budget  Outlook  issued  July  1,  1999,  the  Congressional  Budg- 
et Office  (CBO)  attributed  lower  than  expected  Medicare  spending  to  reduced  pay- 
ments to  home  health  agencies  under  the  Balanced  Budget  Act  of  1997.  This  report 
substantiates  the  home  care  community's  claims  that  Medicare  beneficiaries'  access 
to  home  care  services  has  been  jeopardized  by  these  cutbacks.  These  have  had  a 
much  more  damaging  impact  on  home  health  agencies  that  Congress  ever  intended, 
which  means  fewer  services  for  our  elderly  homebound  individuals.  The  Balanced 
Budget  Act  of  1997  was  designed  to  stem  the  growth  of  the  Medicare  Home  Care 
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benefit  by  reducing  spending  over  a  5  year  period  by  16. 1  Billion.  However,  instead 
of  stemming  the  growth,  the  March  figures  show  the  cuts  will  reduce  the  size  of  the 
benefit  by  more  than  47  billion-  about  300%  more  than  intended.  These  drastic  re- 
ductions in  the  Medicare  home  health  spending  have  resulted  in  agencies  seeing  no 
way  out  but  to  reduce  services,  layoff  personnel  resulting  in  the  staff  left  increasing 
their  workload  or  closing  their  doors. 

A  freestanding  agency  in  rural  central  Kansas  is  on  the  verge  of  closing  as  all 
of  the  area  agencies  have  done  including  their  public  health  department  home 
health  agency  and  are  the  only  ones  providing  care  within  their  county  and  sur- 
rounding area.  With  the  Interim  Payment  System  and  how  we  are  reimbursed  with 
the  combination  of  being  paid  the  lowest  of  either  the  combination  of  unduplicated 
patients,  per  beneficiary  limits,  and  cost  limits  they  found  them  selves  in  an  over- 
payment situation  to  Medicare  for  thousands  of  dollars  and  awaiting  the  cost  report 
results  for  this  fiscal  year  to  see  if  they  try  to  stay  open  or  go  ahead-an&close.  Keep 
in  mind  that  they  are  the  only  access  to  home  care  for  miles.  What  will  happen  to 
our  elderly  who  we  have  committed  to  take  care  of  to  keep  out  of  institutions? 

Many  of  us  who  are  hospital  based  are  experiencing  the  same  issues  as  the  hos- 
pital administrators  and  financial  officers  are  questioning  the  viability  of  their  agen- 
cies who  are  receiving  drastic  cuts  in  Medicare  funding  and  are  struggling  to  take 
care  of  these  individuals  under  the  state  funded  programs  such  as  the  Senior  Care 
Act  and  Home  and  Community  Services  provided  under  the  Kansas  Department  on 
Aging  where  reimbursement  is  significantly  below  the  cost  of  the  services.  Let  me 
explain  the  services  provided  by  the  state.  In  rural  Kansas,  Medicare  certified  agen- 
cies or  health  departments  are  a  primary  resource  for  providing  in  home  services 
needed  by  the  most  frail  and  vulnerable  older  people.  These  same  agencies  work 
with  the  Area  Agency  on  Aging  case  managers  to  provide  in-home  personal  care  for 
at-risk  older  Kansans  who  are  receiving  Senior  Care  Act  or  Home  and  Community 
Based  services.  With  decreased  funding  agencies  try  to  rely  on  these  programs  to 
provide  care.  This  has  resulted  in  not  only  a  no  win  situation  but  to  add  to  that 
scenario,  those  funds  are  frozen.  Too  many  clients,  not  enough  funds.  You  can  un- 
derstand why  administrators  are  finding  it  difficult  to  keep  these  doors  open  due 
to  the  costs  to  keep  those  in  need.  Many  have  chosen  not  to  participate  in  these 
programs. 

The  results  of  the  Balanced  Budget  Act  of  1997  are  also  causing  us  to  closely  scru- 
tinize our  referrals  to  the  agencies  and  evaluate  to  see  if  this  would-be  client  would 
be  too  financially  burdensome.  Is  that  a  way  to  took  at  care  of  our  elderly?  While 
hospitals  are  under  the  gun  with  Medicare  funding  of  their  own,  their  discharge 
planners  and  case  managers  finding  it  increasingly  difficult  to  make  proper  place- 
ments to  agencies  and  are  finding  that  the  end  result  is  nursing  home. 

Home  Health  Care  is  primarily  based  on  nursing  care.  It  is  the  care  of  human 
responses  to  diseases  or  conditions  that  are  classified  by  medical  diagnoses  and  fur- 
ther quantified  into  ICD-9  or  DRG  codes.  Nursing  care  is  not  determined  by  medical 
diagnosis  alone.  Particularly  in  home  care,  the  care  plan  is  determined  by  the  age, 
ability  to  perform  the  basic  activities  of  daily  living  and  ability  to  learn  self  care 
processes  that  are  related  to  the  medical  diagnosis.  The  care  plan  is  also  impacted 
in  rural  areas  with  limited  community  services  (i.e.  meals  on  wheels,  senior  trans- 
portation, Lifeline,  etc.)  as  staff  must  make  arrangements  for  services.  Lack  of  an 
able/willing  caregiver  continues  to  be  critical  variable  in  dramatically  influencing 
the  amount  of  services  the  agency  needs  to  provide.  Remember,  some  of  these  clients 
are  90-100  years  old  and  their  children  would  be  60-80  years  old.  The  caregiver  is 
essential  to  safety,  compliance  to  medications,  transportation  to  medical  appoint- 
ments, developing  an  emergency  plan  when  the  client  is  unable  to  manage  these  ac- 
tivities independently.  All  these  translates  into  more  visits  by  the  agency. 

The  administrator  of  our  local  health  department  informs  me  that  historically 
public  health  home.health  agencies  were  able  to  provide  client  care  at  a  fraction  of 
the  private  home  health  agency  costs  due  to  factors  such  as  county  owned  buildings 
and  pay  scale  for  nurses  were  lower  than  in  the  private  or  free  standing.  In  spite 
of  these  factors  the  Interim  Payment  System  was  implemented  the  agency  lost  thou- 
sands of  dollars.  In  order  not  to  close  their  doors  they  reduced  staff,  benefits  were 
discontinued  and  they  are  not  able  to  take  on  the  patients  that  they  used  to  care 
for. 

On  a  personal  note  we.  who  have  been  dedicated  to  homecare  for  years,  have  seen 
many  of  our  knowledgeable,  seasoned  homecare  directors  and  nurses  leave 
homecare  through  not  being  able  to  provide  care  they  were  committed  to  do  or 
forced  out  by  the  effects  of  the  Balanced  Budget  Act  and  new  nurses  are  going  into 
this  business  blindly  to  a  no  win  situation. 

It  has  been  a  challenge  to  stay  in  homecare  with  not  only  Medicare  cutbacks  but 
the  many  other  burdensome  mandates  on  home  health  such  as  the  new  data  imple- 


41 


mentation  instrument  (OASIS),  the  15  minute  increment  reporting,  increased  scru- 
tiny of  documentation  with  more  focused  medical  review  and  additional  15%  cut 
scheduled  for  October  of  1999  and  the  preparation  of  the  Prospective  Pay  System. 

We  are  an  integral  part  of  the  healthcare  delivery  system  and  that  system  is  in 
danger  of  damaging  the  infrastructure-  of  public  health.  Homecare  has  been  and  al- 
ways will  be  a  cost  effective  healthcare  delivery  system. 

We  also  look  at  efficiency  and  saving  the  Medicare  program  as  1,  too  hope  to  have 
the  benefit.  We  cannot  forget  that  it  cannot  be  at  the  expense  of  the  medically  nec- 
essary healthcare  services  for  our  frail  elderly. 

The  Medicare  program  continues  to  shift  the  cost  of  care  for  the  most  elderly  and 
frail  beneficiaries  to  the  state  and  local  governments,  the  funding  is  not  there.  The 
needs  have  not  changed,  they  still  remain.  So  while  Congress  was  proud  of  passing 
the  Balanced  Budget,  it  came  at  the  expense  of  our  elderly  and  the  providers  who 
care  for  them.  Less  homecare  is  being  provided.  More  elderly  are  going  without  care 
and  more  homecare  agencies  are  closing.  Access  to  care  has  become  a  paramount 
issue. 

Thank  you  for  your  recognition  of  a  huge  national  health  problem,  Thank-you  for 
taking  time  for  being  concerned  for  our  elderly.  Our  nations  healthcare  providers 
need  your  help,  but  the  nation's  elderly  depend  on  you. 

Senator  Brownback.  Well,  thank  you  for  your  testimony  and  for 
your  work — both  of  you.  Some  years  back  in  an  earlier  life  I  was 
a  young  attorney  in  Manhattan,  KS,  representing  a  small  hospital 
and  a  small  home  health  care  agency.  And  so  I  got  a  first-hand 
view  of  some  of  the  problems  they  both  have  and  the  aspirations 
and  the  care  that  people  gave  that  was  a — you  know,  was  a  real 
inspiration  to  me. 

Ms.  Lubensky,  let  me  ask  you — and  I  am  just  going  to  have  a 
couple  of  questions  and  we  will  open  up.  You  mentioned  in  your 
testimony  of  a  $50  billion  gaming  factor,  if  I  got  that  correct. 

Ms.  Lubensky.  Two-thirds — two-thirds  gaming  factor. 

Senator  Brownback.  Now,  walk  me  through  this  because  I — it  is 
rare — from  what  my  experience  has  been  thus  far,  it  is  rare  for 
Congressional  projections  to  come  true  for — as  far  as  on  financial 
issues.  That  is  why,  you  know — and  we  were  projecting  $1  trillion 
in  budget  surpluses — additional  $1  trillion  in  budget  surplus.  I  say, 
you  know,  It  is  nice,  it  is  great  news,  but  I  will  see  it  when  it  hap- 
pens— believe  it  when  it  happens. 

But  there  was  a  gaming  factor  built  into  the  projections  on  home 
health? 

Ms.  Lubensky.  Exactly.  Exactly. 

Senator  Brownback.  Because  they  thought  that  you  all  would 
game  the  system  and,  therefore,  find  another  way  around  it? 

Ms.  Lubensky.  Right.  That  we  would  fine  loopholes.  There  seems 
to  be  this  misconception  that  we  are  pocketing  money  right  and 
left.  And  if  it  is  happening  it  is  sure  not  in  Kansas. 

They  felt  that  people  would  somehow  learn  to  maximize  the  new 
system  to  be  able  to  make  money.  So,  consequently,  that  factor  was 
added  to  make  sure  that  they  came  up  with  the  16  billion.  But  no- 
body found  any  loopholes.  If  they  are  there,  believe  me,  we  would 
have  passed  it  around.  But  we  never  did  find  them.  And  so  that 
is  why  the  actual  losses  are  so  much  higher. 

You  did  make  mention  of  a  new  study  that  just  came  out  from 
the  CBO  that  talk — that  directly  attributed  the  decline  in  home 
care  outlays  to  the  IPS  system. 

So  I  think  one  of  the  problems  that  we  face  here  is  that  people 
are  always  saying  to  me,  Well,  why  aren't  the  patients  calling  and 
yelling,  you  know?  Why  aren't  we  seeing  them  lie  in  the  street? 
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Well,  that  kind  of  trickle  down  factor  is  happening,  but  it  is  not 
evidence  yet.  And  the  people  that  home  care  serves  under  Medicare 
are  the  oldest,  the  poorest,  and  predominantly  women,  and  that  is 
not  a  category  of  people  that  are  going  to  take  on  the  U.S.  govern- 
ment. 

Senator  Brownback.  Mr.  Tilghman,  if  I  could  ask  you  this.  And 
I  don't  mean  to  make  this  an  adversarial  setting,  but  could  you  get 
back  up  to  the  table  because  I  want  to  ask — because  these  are  the 
sort  of  comments  that  I  get  all  the  time.  And  then  I  go  to  check 
them  back  out  and  it  doesn't  seem  like  the  issues  jive  together. 

I  am  being  told  we  are  getting  all  this  reduction  in  funds  to  the 
health  care  providers  in  Kansas.  And  you  were  saying,  Well,  that 
is  not  necessarily  documented  yet — unless  I  did  not  get  my  ques- 
tion clear  to  you.  Where  is  the  gap  here? 

Mr.  Tilghman.  Well,  first  off,  one  of  the  things  that  I  cannot  get 
into  because  it  is  kind  of  beyond  my  expertise,  is  baseline.  But  I 
know  there  has  been  lots  of  discussions  between  the  baseline  that 
was  used  by  CBO  when  we  did  the  initial  projections  for  the  Bal- 
anced Budget  Act,  and  then  how  that  has  changed  in  the  past  year 
or  so. 

And  the  actuaries  are  saying  that  the  original  baselines  were  in- 
correct and  should  have  been  higher  or  lower — whatever.  And, 
therefore,  the  actual  savings  vary.  But  that  is  a  very  complicated 
issue  that  I  am  not  qualified  to  discuss. 

But  I  can  get  into  maybe  one  or  two  examples  as  to  how  things 
are  different  as  opposed — where  the  cuts  come  from  the  Balanced 
Budget  Act  as  opposed  to  other  activities  like  fraud  and  abuse. 

And  one  good  example  that  is  fairly  clean,  as  far  as  me  being 
able  to  understand  it,  is  on  the  cuts  and  reductions  for  inpatient 
hospital  care  in  acute  hospitals  that  are  under  the  prospective  pay- 
ment system. 

And,  as  I  said  in  my  opening  remarks,  what  we  saw  the  last 
year,  for  the  first  ever  since  the  PPS — the  prospective  payment  sys- 
tem went  into  effect  for  inpatient  hospital  care,  was  that  the  aver- 
age case  mix  index  for  inpatient  care  actually  declined  last  year. 

And  usually  what  happens — well,  the  case  mix  index  means  that 
the  higher  your  index  is  the  more  we  are  paying  out  based  on  the 
average  DRG  rates  for  inpatient  care.  The  care  is  more  com- 
plicated. And  that  has  always  being  going  up  from  year  to  year  to 
year  since  PPS  was  first  implemented. 

Last  year  it  actually  went  down  for  the  first  time  ever  since 
1982,  1983  when  PPS  was  implemented.  Now,  that  raised  some 
questions  among  the  actuaries  as  to  what  caused  that  because 
there  was  nothing  in  the  BBA  that  would  have  caused  that  drop. 

Now,  when  they  went  to  look  at  it  further,  they  identified  two 
specific  areas — and  I  am  doing  this  off  the  top  of  my  head.  I  cannot 
swear  that  I  will  get  the  two  areas  right.  But  what  I  recall  they 
were — one  had  to  do  with  coding  of  respiratory  care  being  provided 
on  an  inpatient  setting,  and  the  other  one  had  to  do  with  whether 
you  showed  the  codes  with  complications  or  without  complications. 
With  complications  got  a  higher  payment  rate  as  opposed  to  with- 
out complications. 

And  both  of  those  were  being  reviewed  and  studied  by  the  Office 
of  the  Inspector  General  on  a  national  level.  And  the  actuaries  at- 
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tributed  that  decline  in  the  average  DRG  case  mix  rate  to  the  fraud 
and  abuse  activities  being  done  by  the  Inspector  General's  Office 
because  it  had  to  be  more  than  coincidence  that  the  two  areas 
where  there  was  a  reduction  in  the  case  mix  index  were  also  the 
two  that  were  being  looked  at  at  a  national  level  by  the  Inspector 
General. 

And  that  resulted  in  significant  cuts  for  inpatient  hospital  care 
that  had  nothing  to  do  with  any  of  the  BBA  changes  on  how  we 
paid  for  Medicare.  It  had  to  do  with  more  of  the  fraud  and  abuse 
efforts. 

Senator  Brownback.  Let  me  then  put  a  finer  point  on  this. 
Mr.  Tilghman.  OK. 

Senator  Brownback.  Don  Wilson  said  here  that  over  5  years 
Kansas  was  expected  to  receive  530  million  less  under  the  original 
BBA  projections,  and  it  is  now  believed  to  be  800  million.  That  they 
were  projected  actual  savings  of  44  billion  total  nationwide,  and  the 
actual  was  71  billion.  Now,  do  you  agree  or  disagree  with  those 
numbers? 

Mr.  Tilghman.  I  would  probably  have  to  disagree  with  them  be- 
cause I  have  not  had  them  reviewed  by  our  actuaries  to  see  if  they, 
in  fact,  agree. 

What  HCFA  relies  on  is — I  think  it  is  the  Prospective  Payment 
Advisory  Commission  which  comes  up  with  projections  on  what 
they  think  is  going  to  happen  as  far  as  the  profit  margins  by  the 
hospital  industry  over  the  next  four  or  5  years  or  so. 

The  last  report  I  remember  coming  out  of  them  was  in  March 
1998  or  so  where  they  were  projecting,  in  fact,  fairly  high  profit 
margins  based  on  Medicare  payments  to  hospitals  and  taking  into 
effect  all  the  BBA  changes  that  would  be  implemented  over  the 
next  5  years  or  so.  I  can  look  that  up  and  find  it  for  you  on  my 
briefing  notes  here  if  you  want  some  exact  numbers. 

Senator  Brownback.  If  

Mr.  Tilghman.  But  we  had — different  numbers  then  were  com- 
ing out  within  a  year  or  so  by  some  other  consultants  that  were 
looking  at  it  the  same  way.  But  they  were  still  showing  basically 
that  hospitals  in  general  were  going  to  be  making  a  profit  off  the 
Medicare  program. 

Senator  Brownback.  Now,  this  is  nationwide  and  including  rural 
hospitals? 

Mr.  Tilghman.  Nationwide,  right.  Yes,  it  includes  all  hospitals. 
Now,  they  also  were  able  to  parse  that  down  as  to  what  the  impact 
is  going  to  be  on  rural  hospitals,  teaching  hospitals,  and  so  on  like 
that. 

And,  in  general,  nonrural  hospitals,  I  believe,  were  going  to  have 
a  higher  profit  margin  than  rural  hospitals.  But  the  rural  hospitals 
were  projected  to  have  a  profit  margin  for,  you  know,  the  foresee- 
able future. 

Senator  Brownback.  Well,  let  me  get  you  to  home  health  care 

then  

Mr.  Tilghman.  OK. 

Senator  Brownback.  — because  here  we  are  looking  at — and  I 
know  we  are  having  a  number  of  agencies  close  in  the  State  be- 
cause, as  I  am  traveling  around  the  State,  I  am  being  told  about 
this  one  closed  and  this  one  closed.  Ms.  Lubensky  testified  a  22 
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percent  drop  in  the  number  of  home  health  care  agencies  since 
BBA? 

Ms.  LUBENSKY.  Yes. 

Senator  Brownback.  49  closed  during  that  period  of  time.  Now, 
do  your  numbers  support  that?  Do  they  not?  I  mean,  that  is  a  strik- 
ing number  of  closings  taking  place. 

Mr.  TlLGHMAN.  Just  to  address  the  closings,  I  can  do  at  the  na- 
tional level,  as  well  as  the  State  level. 

Senator  Brownback.  Let's  go  with  the  State  level  here. 

Mr.  Tilghman.  OK.  At  the  State  level,  we  have  to  certify  home 
health  agencies  to  participate  in  the  Medicare  program.  And  to  go 
back  to — I  will  go  to  the  end  of  each  calendar  year. 

So  at  the  end  of  1992,  in  the  State  of  Kansas,  we  had  131  home 
health  agencies  certified  to  participate  in  the  Medicare  program. 
That  went  up  to  144  the  next  year,  166  the  following  year,  180  in 
1995,  216  at  the  end  of  1996,  229  at  the  end  of  1997. 

And  then  that  dropped — we  had  steady  increases  up  to  that 
point,  and  then  it  dropped  from  229  to  193  at  the  end  of  1998.  And, 
as  of  June  1,  which  is  the  latest  data  I  have,  that  was  now  180  cer- 
tified home  health  agencies  

Senator  Brownback.  OK.  So  you  

Mr.  Tilghman.  — which  is  exactly  where  we  were  at  the  end  of 
December  1995. 

Senator  Brownback.  What  do  you  attribute  that  drop  to? 

Mr.  Tilghman.  Good  question.  That,  first  off — it  is  a  rather  com- 
plicated answer.  It  will  take  me  a  couple  minutes — and  I  have  to 
get  into  access  by  Medicare  beneficiaries. 

What  we  are  looking  at  is  not  so  much  the  number  of  home 
health  agencies  that  are  able  to  stay  in  the  program  or  have  to  go 
out  of  business,  but  is  this  change  having  an  impact  on  access  to 
higher  quality  care  by  the  Medicare  population,  or  even  the  non- 
Medicare  population,  as  far  as  that  goes. 

We  have  been  looking  at — the  General  Accounting  Office  did  a 
separate  review  also  to  look  at  that  because  there  was  a  lot  of  con- 
cern about  the  total  closures  happening  nationally.  GAO  came  up 
in  a  separate  report  and  said,  Despite  the  number  of  closings,  there 
is,  in  fact,  no  problem  as  far  as  Medicare  beneficiaries  having  ac- 
cess to  home  health  care  across  the  country. 

And  then  they  attributed  that  to  the  fact  that  that  most  of  the 
closings  were  taking  place — and  this  is  a  national  figure,  as  op- 
posed to  Kansas — that  most  of  the  closings  were,  in  fact,  taking 
place  in  communities  that  had  a  high  number  of  home  health  agen- 
cies in  them  to  begin  with  because  there  had  been  quite  an  amount 
of  growth  in  HHAs  in  the  Medicare  program  over  the  past  5  years 
or  so,  both  in  Kansas  as  well  as  at  the  national  level. 

Now,  what  we  are  finding,  more  on  a  local  basis  is  how  we  mon- 
itor it  within  my  office,  is  that,  in  dealing  with  beneficiaries  that 
bring  concerns  to  my  office  to  the  CHIP  program  in  Kansas  that 
also  gets  a  lot  of  the  inquiries  from  the  Medicare  population,  as 
well  as  the  Medicare  carriers,  you  can  parse  them  down  essentially 
into  three  groups. 

The  first  group  would  be  Medicare  beneficiaries  that,  over  the 
past  two  or  3  years,  have  been  receiving  fairly  extensive  home 
health  services  under  the  Medicare  program.  And  then  all  of  a  sud- 
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den  they  are  being  told  by  their  HHA,  who  has  been  providing 
them  this  care  for  the  past  couple  of  years  or  so,  that  Medicare  is 
no  longer  covering  that  care,  and,  therefore,  they  are  being 
dropped. 

Now,  when  we  look  into  that  to  find  out  what  is  the  problem  that 
they  are  being  dropped,  we  are  finding  that  there  are  probably  sev- 
eral factors  that  account  for  that. 

One  is — and,  based  on  our  efforts  to  reduce  erroneous  payments 
in  the  Medicare  program  and  also  root  our  fraud  and  abuse — I 
guess  I  should  interject  here.  When  it  comes  to  fraud  in  the  home 
health  program,  I  have  not  seen  that  much  in  the  State  of  Kansas 
or  the  Midwest.  You  go  to  Louisiana  and  south  Florida  and  it  is 
rampant — and  serious,  serious  problems  there. 

Senator  Brownback.  I  mean,  that  has  been  my  experience  here. 
I  just  

Mr.  TlLGHMAN.  They  are  good  providers. 

Senator  Brownback.  Yes.  They  are  just — these  are  not  people 
out  there  trying  to  make  a  buck.  And,  if  they  were,  they  would  not 
be  doing  it  here.  I  mean,  you  are  going  to  try  it  somewhere  else. 

Mr.  Tilghman.  But  what  we  are  finding  is,  where  they  have  been 
dropping  the  HHA  is  that,  in  looking  at  it — that  they  should  prob- 
ably never  have  been  receiving  the  care  in  the  first  place  over  the 
past  couple  of  years  or  so  because,  had  we  done  a  stringent  applica- 
tion of  the  Medicare  criteria,  they  would  not  have  qualified  for  cov- 
ered home  health  care  under  the  Medicare  program. 

Now,  in  the  past,  because  there  was  not  a  lot  of  scrutiny  and 
medical  review  of  those  

Senator  Brownback.  Let  me  stop  you  on  that  point  there  be- 
cause— you  know,  you  are  saying  that  we  previously  were  over- 
covering  home  health  care?  That  we  were  granting  home  health 
care  reimbursements  in  places  we  should  not  have  been? 

Mr.  TlLGHMAN.  That  is  what  we  are  finding.  And  

Senator  Brownback.  Were  there  particular  fields  of  health  care 
services  that  were — or  types  of  diagnoses  that  were  being  overcov- 
ered? 

Mr.  TlLGHMAN.  I  actually  would  not  mind  having  Linda  or  some- 
body else,  you  know,  speak  to  this.  I  know  we  probably  do  not 
agree  on  it  exactly,  but  what  we  would  consider  it  is  basically  cus- 
todial care.  And,  in  order  for  us  to  pay  for  home  health  aides  and 
so  on  like  that  in  a  person's  home  for  home  health  care,  they  have 
to  have  some  skilled  services  first  to  get  Medicare  in  the  door  to 
cover  those  visits. 

And  what  had  seemed  to  be  the  case,  when  there  was  not  a  lot 
of  scrutiny  looking  at  medical  review  and  the  coverage  decisions 
that  were  made  by  the  individual  home  health  agencies  them- 
selves, they  were  basically  going  out  of  their  way  to  cover  services 
for  people  that  needed  that  care. 

Arid  now  that  it  is  being  scrutinized  more,  they  are  being  a  lot 
more  careful — doctors  are  being  more  careful,  I  think,  on  referring 
patients  for  home  health  care.  And  also,  because  of  changes  in  the 
payment  mechanism,  that  there  is  not  as  much  opportunity  for 
them  to  make  a  profit  or  do  well  based  on  the  changes,  as  you  have 
already  heard,  how  we  pay  for  Medicare. 
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That  is  one  segment  is  that — and,  again,  that  is  not  attributable 
to  the  Balanced  Budget  Act  and  on  the  way  we  changed  the  way 
pay  for  BBA.  It  is  more  how  we  scrutinize  the  decision  as  to  wheth- 
er or  not  the  care  should  be  covered  in  the  first  place. 

Now,  that  is  not  to  say  that  it  was  not  good  for  somebody  to  come 
in  and  provide  home  aide  services  and  help  somebody  out  in  their 
home.  It  may  be,  you  know,  good  care  for  them,  but  it  is  not  care 
that  the  Medicare  program  was  designed  to  cover,  and  it  is  stuff 
that  we  are  being  criticized  by  the  Inspector  General's  Office  for 
paying  for  care  that  simply  should  not  be  paid  for  under  the  Medi- 
care program. 

There  are  two  other  instances  that  I  think  that  you  probably  do 
need  to  pay  particular  attention  to.  Where  you  have  somebody  who 
is  a  rather  heavy  care  patient — this  would  be  like  a  brittle  dia- 
betic— somebody  who  needs  a  lot  of  heavy  care  who  has  already 
been  receiving  care  from  a  home  health  agency — that  is  a  particu- 
lar problem  in  that  some  of  those  guys — it  may  70-,  $80,000  a  year 
to  provide  care  that  should  be  paid  for  by  the  Medicare  program, 
but  is  very  hard,  especially  for  small  home  health  agencies,  to  aver- 
age out  their  costs,  along  with  all  the  other  home  care  patients  that 
they  need. 

And,  right  now,  we  do  not  have  the  flexibility  under  the  BBA  to 
grant  exceptions  for  that  type  of  very  high  cost  patient  for  those 
home  health  agencies.  We  have  that  on  the  DRG  system,  or  pro- 
spective payment  system,  for  hospitals,  but  we  do  not  have  that 
flexibility  for  home  health  care. 

And  that  is  a  problem  in  that,  first  off,  if  the  patient  comes  to 
me  and  tells  me  that  Linda  wants  to  drop  them,  somebody  in  my 
office  will  call  Linda  and  say,  You  cannot  drop  them.  And,  there- 
fore, Linda  is  stuck  with  a  very  high  cost  patient  that  may  put  her, 
you  know,  in  bankruptcy  or  something.  And  that  is  a  problem.  That 
is  a  problem. 

A  second  problem  along  the  same  lines  is — and  to  be  an  even 
worse  problem  is  that,  if  you  have  got  somebody  along  the  same 
lines  who  is  not  currently  receiving  care  from  a  home  health  agen- 
cy, they  are  having  a  difficult  time  finding  a  home  health  agency 
that  will  take  them. 

There  may  be  five  or  six  in  the  area  that  can  take  patients.  But 
because  they  are  a  very  heavy,  high  cost  patient,  the  HHAs  will  see 
that  right  off  and  try  to  back  off  of  them.  So  that  is  a  problem  as 
well. 

Senator  Brownback.  Thank  you.  Let's  get  to  open  the  floor  up 
for  comments.  Glenn  Chambers  is  here  with  my  office.  And  Glenn 
will  work  the  microphone.  And,  if  I  could  remind  you  again,  this 
is  a  official  hearing  of  the  Public  Health  Subcommittee. 

For  this  reason,  for  any  comments  to  be  in  order,  they  really  do 
need  to  be  relevant  to  the  topic  at  hand.  And  it  is  not  as  if  we  have 
a  shortage  of  things  to  comment  about  here.  Also,  if  I  could  ask, 
in  the  interest  of  time,  if  you  could  keep  your  comments  to  com- 
ments to  2  minutes  or  less  in  nature,  I  would  appreciate  it. 

If  you  want  your  entire  comment  posted,  we  can  receive  that  and 
put  that  in  as  a  part  of  the  record.  So  we  can  take  that  as  well 
as  and  post  it  even  on  the  worldwide  web.  If  you  would  like  to,  we 
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can  put  it  up  and  will  put  it — your  comment,  if  you  would  like  for 
it  to  be  done. 

So  please — why  don't  you  head  on  back  to  your  seat.  And  there 
may  be  some  questions.  Please  identify  yourself. 

STATEMENT  OF  DONNA  BALES,  PRESIDENT/CEO, 
ASSOCIATION  OF  KANSAS  HOSPICES 

Ms.  Bales.  Thank  you.  I  am  Donna  Bales  from  the  Association 
of  Kansas  Hospices,  and  would  like  to  share,  by  standing  with  our 
other  health  care  providers,  to  say  that  we  are  really  looking  for 
the  same  thing.  We  have  systems  that  are  broken  as  well. 

To  speak  to  the  effects  of  public  financing  on  hospice,  I  have  pre- 
pared a  written  testimony,  which  you  will  have.  But  I  would  just 
like  to  make  a  few  points. 

The  biggest  problem  that  we  have  with  reimbursement  for  hos- 
pice care  did  not  grow  out  of  the  Balanced  Budget  Act,  but  it  does 
grow  out  of  public  financing.  And  that  is  that  the  hospice  benefit — 
the  way  that  the  reimbursement  is  done,  it  is  a  per  diem  reim- 
bursement that  covers  every  service  that  the  hospice  provides  to 
the  patient  for  the  day.And  it  was  built  that — the  formula  for  it 
was  built  in  1983.  And  the  formula  is  so  antiquated  that  it  controls 
us  every  day.  Several  years  ago  I  served  on  a  national  committee 
of  about  12  folks  who  were  asked  to  negotiate  how  the  hospices 
were  reimbursed  for  care. 

The  unfortunate  part  of  that  is  that  the  ground  rules  that  were 
put  on  us  really  limited  what  we  could  do.  The  formulas  were  not 
allowed  to  be  changed.  And  so  let  me  give  you  a  couple  of  examples 
of  how  that  impacts  our  hospices  every  day. 

The  formula,  with  the  Medicare  benefit,  was — for  hospice  was  in- 
troduced, allowed  for  a  dollar  a  day  for  medications.  Now,  if  you 
allow  for  inflation  

Senator  Brownback.  Allowed  a  dollar  a  day? 

Ms.  Bales.  That  would  be  $2.22  today. 

Senator  Brownback.  That  formula  was  put  together  in  1883,  did 
you  say? 
Ms.  Bales.  1983. 
Senator  Brownback.  1983?  OK. 

Ms.  Bales.  What  has  happened  with  pharmaceuticals  since  1983 
is  astounding.  The  average  cost  in  urban — we  just  finished  an 
urban/rural  Kansas  hospice  study.  Our  hospices  are  getting  2.22  a 
day.  The  average  cost  is  $17.50.  So  788  percent  over  the  adjust- 
ment formulas. 

For  nursing  care,  it  is  113  percent  above.  And  for  counseling  and 
spiritual  care,  it  is  over  315  percent  above  the  formula.  And  it  is 
those  services  that  are  often  really  helping  to  manage  the  patient 
in  ways  that  need  to  be  managed. 

So  if  we  could  ask  something  it  would  be  to  really  empower 
HCFA  to  completely  relook  at  how  end-of-life  care  is  going  to  be  re- 
imbursed, what  the  cost  of  those  cares  are,  and  some  artificial  limi- 
tations that  have  been  placed. 

A  recent  one  is,  because  physicians  have  to  make  a  prognosis 
that  the  patient  has  6  months  or  less,  it  is  really — none  of  us  know. 
And  while  a  provider  or  a  physician  is  not  penalized — I  know  my 
sister  was  a  hospice  patient.  The  physician  had  the  wrong  diag- 
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nosis  of  what  was  wrong  with  her  up  until  the  last  moment.  They 
were  not  penalized  for  having  the  wrong  diagnosis.  They  were 
doing  their  best. 

But  there  is  a  great  fear  from  physicians  that,  if  I  say  this  pa- 
tient has  6  months  or  less  to  live,  and  they  do  not  die  in  that  pe- 
riod of  time,  I  am  going  to  be  targeted  as  a  fraudulent  

Senator  Brownback.  I  see.  That  is  sad. 

Ms.  Bales.  Care  giver.  So  we  need  some  help.  Thank  you. 

[The  prepared  statement  of  Ms.  Bales  follows:] 

Prepared  statement  of  Donna  Bales 

Brief  Overview 

Since  its  enactment  in  1983,  the  Medicare  Hospice  Benefit  has  afforded  millions 
of  terminally-ill  Americans  and  their  families  an  avenue  toward  a  death  with  dig- 
nity. But,  the  reimbursement  rate  has  not  kept  pace  with  the  monumental  enormity 
of  changes  in  the  complex  management  of  medical  care  at  the  end  of  life. 

Background 

The  Medicare  Hospice  Benefit  was  built  to  provide  all-inclusive  coverage  for  hos- 
pice care  for  terminally  ill  beneficiaries.  Hospice  care  recognizes  that  the  impending 
death  of  an  individual  warrants  a  change  in  focus  from  curative  to  palliative  care. 
Hospice  care  is  designed  to  help  the  terminally  ill  spend  their  final  days  with  pain 
managed,  symptoms  controlled  and  personal  preferences  and  needs  addressed.  Once 
the  patient  elects  hospice  care,  the  per  them  reimbursement  is  the  only  Medicare 
payment  for  all  hospice  care  costs,  including  medical  direction,  nursing  care,  coun- 
seling and  spiritual  support,  medical  equipment,  diagnostic  procedures,  medications, 
home  health  aide  services,  physical  and  occupational  therapies,  dietary  counsel  and 
volunteer  assistance.  An  interdisciplinary  team  provides  comprehensive  manage- 
ment and  provision  of  complex  and  diverse  processes.  This  includes  physical,  social, 

f>sychological,  emotional  and  spiritual  services  to  the  hospice  patients  and  their 
oved  ones. 

When  hospice  care  was  added  as  a  Medicare  benefit  in  1983,  the  routine  home 
care  rate  (adjusted  by  formula  for  each  area)  was  set  at  $41.46  per  day.  An  inflation 
adjustment  was  built  into  the  original  benefit  and,  after  being  adjusted  for  inflation 
using  the  statutory  formula,  the  1998-99  rate,  at  which  more  than  95%  of  all  Medi- 
care hospice  patient  days  were  billed,  was  $97.11.  The  assumptions  on  which  the 
original  hospice  cost  structure  was  based  have  changed  dramatically.  Current  rates 
fail  to  incorporate  the  resources  necessary  to  support  modem  end-of-life  care. 

The  realities  of  the  costs  of  providing  hospice  care  need  to  be  evaluated  and  reim- 
bursement needs  to  be  structured  to  cover  costs  of  care. 

Issues 

New  Therapies  and  Escalating  Medication  Costs  have  Dramatically  Impacted 
Hospice  Costs: 

When  the  hospice  rate  formulae  were  first  established,  the  payment  for  routine 
hospice  home  care  was  set  at  $41.46  per  day.  Of  that,  only  $1.06,  or  2.5%,  was  allot- 
ted for  medication  costs.  By  1998,  the  total  Medicare  reimbursement  for  routine  care 
had  risen  to  $97.11,  with  medication  costs  assumed  to  make  up  the  same  proportion 
of  costs  as  they  did  in  1983,  or  $2.22. 1 

During  the  past  few  years,  pharmaceutical  therapies  have  advanced  at  astonish- 
ing rates.  Many  of  the  most  effective  and  widely  used  drugs  for  relief  of  cancer  pa- 
tients' discomfort  are  shockingly  expensive.  Medications  are  available  now  that  were 
not  even  imagined  when  the  Medicare  Hospice  Benefit  was  created.  Zofran,  an  effec- 
tive anti-nausea  drug,  costs  at  least  $65  per  day.  Neupogen  and  Epogen,  which 
strengthen  the  immune  system  and  helps  patients  feel  stronger,  cost  from  $25  to 
more  than  $100  per  day.  These  medications  are  important  for  they  may  greatly  im- 
prove the  quality  of  life  of  patients  and  enable  pain  and  symptoms  to  be  managed. 

According  to  the  original  formulae  the  payment  for  medications  is  $2.22  per  day. 
A  recent  study  of  hospice  costs  in  urban/rural  Kansas  that  actual  hospice  pharmacy 
costs  now  average  $17.50  per  day  and  costs  frequently  go  much  higher  for  individual 
patients. 2 

Falling  Lengths  of  Stay  Have  Increased  the  Intensity  of  Hospice  Service  Delivery: 


1  Original  rate  formulae  are  from  Federal  Register  Part  VII.  Department  of  Health  and 
Human  Services,  December  16,  1983,  56021.  Updated  rates  are  from  Health  Care  Financing  Ad- 
ministration, "Transmittal  No.  A-98-34",  October  1998 

2  Association  of  Kansas  Hospices,  1999. 
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More  and  more  patients  are  being  admitted  to  hospice  programs  just  days  before 
death,  which  makes  the  costs  of  caring  for  them  proportionally  greater.  Patients 
very  near  death  require  greater  intensity  of  services.  Their  needs  are  greatest  in  the 
first  days  following  admission  and  in  their  last  days.  The  median  length  of  stay  for 
hospice  patients  has  fallen  rapidly  in  recent  years,  dropping  from  34  days  in  1992 
to  just  25  days  in  1998.  More  than  half  of  all  hospice  patients  die  within  one  month 
of  admission. 

The  original  benefit  rate  structure  assumed  a  longer  length  of  stay  and  projected 
that  for  routine  home  care,  a  nurse  would  visit  1.5  times  weekly  and  that  home 
health  aides  would  visit  1.9  times  weekly.  Social  services,  community  spiritual  sup- 
port, and  other  therapies  combined  were  assumed  to  require  no  more  than  1.3  visits 
per  month.  3 

Because  of  the  increased  acuity  of  patient  needs,  due  largely  to  decreased  length 
of  stay,  the  assumptions  on  which  the  benefit  was  built  are  no  longer  an  adequate 
reflection  of  patients'  needs.  Recent  studies  of  urban/rural  patient  care  services  in 
Kansas  reveal  that  only  home  health  aide  visits  have  remained  close  to  this  projec- 
tion. Nursing  visits  are  13%  higher  than  the  original  projection.  Counseling  and 
spiritual  support  services  are  up  to  300%  above  the  projection.  (See  Chart  1).  These 
services  are  critical  to  quality  care,  for  they  enable  families  and  patients  in  crisis 
to  more  often  continue  care  at  home. 

Number  of  Hospice  Patients  has  Increased  While  Spending  has  Remained  Flat: 

Hospice  care  has  remained  an  efficient  provider  as  well  as  a  compassionate  one. 
Hospices  have  continually  increased  their  productivity,  doing  more  with  less.  Medi- 
care spending  per  beneficiary  has  been  virtually  flat  since  1994,  rising  0%  from 
1994-1995  and  1%  from  1995-1996. 4  This  is  despite  the  fact  that  more  patients  were 
served  by  hospices  in  every  year.  The  annual  number  of  hospice  patients  rose  an 
average  of  14%  per  year  from  1993  through  1998.  5 

One  Kansas  study  recently  confirmed  that  in  an  18  month  period,  reimbursement 
payments  were  down  $1  million  while  the  hospice  served  10%  more  patients  than 
the  previous  18  month  period. 6  Throughout  Kansas  and  the  nation,  the  length  of 
stay  is  well  below  the  six  month  hospice  benefit  and  is  decreasing.  In  1996,  the  av- 
erage Kansas  hospice  Medicare  patient  was  served  by  hospice  for  58  days  for  an  av- 
erage cost  of  $5,576.  In  1997,  the  length  of  stay  shrank  to  53  days,  with  payment 
of  $5,228.  In  1998,  the  length  of  stay  was  45  days  at  a  cost  of  $4,368.  7 

This  trend  is  alarming.  Hospice,  meant  to  provide  quality  care  at  the  end  of  life, 
is  too  often  challenged  to  provide  "brink  of  death'  care.  Families  and  patients  do  not 
get  the  full  benefit  that  hospice  can  offer.  Ideally,  hospice  deals  with  pain  and  symp- 
tom management  and  then  helps  patients  determine  and  fulfill  the  life  tasks  that 
are  most  important  to  them.  With  too  little  time,  the  care  that  Kansans  deserve  is 
simply  not  possible. 

SUMMARY 

The  escalating  costs  and  availability  of  medications,  the  increased  patient  load, 
and  the  declining  length  of  stay  without  an  increase  in  reimbursement  has  put  hos- 
pices under  severe  strain.  Hospices  have  increased  their  reliance  on  charitable  dol- 
lars in  order  to  remain  financially  viable.  Hospices  in  markets  as  disparate  as  Phila- 
delphia, Dayton  and  central  Tennessee  have  found  that  the  pressures  of  these  reali- 
ties combined  with  shorter  lengths  of  stay  have  put  them  on  the  brink  of  disaster 8 

A  fair  reimbursement  system  is  critical  to  quality  care — at  all  phases  of  life.  Kan- 
sas hospices  stand  today  with  our  colleagues  from  the  various  segments  of  health 
care.  We  ask  for  fair,  equitable  and  reasonable  reimbursement  for  services  offered. 
We  envision  a  health  care  system  that  will  enable  Kansans  to  be  most  fully  engaged 
in  helping  to  determine  the  care  they  receive  and  having  access  to  the  care  they 
deserve.  Decreasing  payments  will  restrict  access  to  hospice,  for  some  providers  will 
simply  not  be  able  to  continue  to  offer  the  services  that  are  so  needed.  Next  year, 
the  rural  Kansas  reimbursement  level  will  drop  to  the  lowest  possible  reimburse- 
ment rate  even  though  the  costs  of  delivering  care  continue  to  climb. 


3  For  original  visit  frequency  assumptions,  see  Federal  Register,  56020-56023. 
4 Medicare  Payment  Advisory  Commission  (MedPAC),  Report  to  the  Congress:  Selected  Medi- 
care Issues,  June  1999,  127. 

5  National  Hospice  Organization,  1999. 

6  Association  of  Kansas  Hospices,  1999. 

7  Wellmark,  Fiscal  Intermediary. 

8  See  "Hospice  Care  Givers  Say  Industry  Is  Being  Undermined  by  Medicare  Policy",  The  Phila- 
delphia Inquirer,  April  21,  1998;  "Fed  Cuts  Forcing  Hospice  to  Close:  Inadequate  Funding  Puts 
End  to  Center  to  Terminally  III,"  The  Tennessean,  February  3,  1999;  "Hospice  Struggles  for  its 
Life:  Agency  Mirrors  National  Trends  as  Revenues  Fall,  Costs  Climb,"  Dayton  Daily  News,  July 
19,  1998 
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Hospice  care  in  this  country  emerged  from  a  passionate  desire  to  improve  care  for 
those  at  the  end  of  life.  The  mission  remains  critical.  On  behalf  of  that  very  vulner- 
able population,  we  ask  your  help  in  working  with  us  to  insure  that  patients  be  able 
to  receive  the  care  they  want,  free  of  pain,  without  fear  of  financial  disaster  for  their 
loved  ones,  and  within  a  health  care  system  that  supports  their  health  care  needs. 
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Costs  of  Hospice  Care  in  Kansas 
Medicare  Assumptions  vs.  Actual  Cost 

1998 

Chart  I 


Assumed 


Actual  1998 
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Senator  Brownback.  Thank  you.  And  God  bless  you  for  doing 
that.  The  hospice  care  that  people  provide — and  I  have  known  a 
number  of  people  to  go  through  that — is  really  just  a  Godsend  to 
a  lot  of  people — that  care — that  hospice  care.  Ma'am? 

STATEMENT  OF  DARLENE  HALL,  DIRECTOR,  HOME  HEALTH 

AGENCY 

Ms.  Hall.  Yes.  My  name  is  Darlene  Hall,  and  I  am  a  practicing 
nurse  of  about  45  years.  And  I  am  getting  ready  of  probably  par- 
take of  some  Medicare  coverage  one  of  these  days  soon,  and  I  want 
it  to  be  fixed. 

I  am  a  director  of  a  home  health  agency  and  a  hospice  agency 
in  Topeka.  And  can  I  address  my  questions  to  specific  people  or — 
because  I  don't  have  a  written  testimony.  I  want  to  talk  to  you, 
Joe — I  want  to  say  Joe  because  I  cannot  come  close  to  your  last 
name. 

Did  I  hear  you  say  that  you  are — HCFA  is — are  the  Y2  cops — 
Y2K  cops? 

Senator  Brownback.  Could  we — in  this  I'm  going  to  have  to  ask 
you  to  just  make  your  questions. 

Ms.  Hall.  You  don't  want  me  ask  any  questions. 

Senator  Brownback.  No.  Go  ahead  and  ask  questions  of  him. 
But  then  I  may  pull  these  all  together  and  have  them  at  the 
end  

Ms.  Hall.  OK. 

Senator  Brownback.  So  people  can  respond.  Go  ahead  and  ask 
any  questions  because  that  is  

Ms.  Hall.  I  will  talk  to  him  later.  I  just  do  not  understand  

Senator  Brownback.  Well,  but — no,  go  ahead  and  ask  your  full 
set  of  questions.  And  then  I  want  to  go  through  the  other  people 
that  want  to  speak  though  before  we  get  a  response  to  it  so 
that  

Ms.  Hall.  Oh,  I  see.  OK. 

Senator  Brownback.  So  that  we  can  have  any  many  people  com- 
ment as  need  to. 

Ms.  Hall.  All  right.  Then  I  will  wait  for  your  answer.  My  agency 
is  down  35  percent  on  an  annual  basis  visit  wise.  We — physicians 
are  fearful  to  make  referrals.  All  of  this  fraud  and  abuse  thing  that 
has  been  really  publicized  of  late,  since  the  BBA,  is  a  long-standing 
issue,  and  they  just  do  not  recognize  it.  I  think  they  need  to  be 
aware  of  those  kind  of  things. 

And  somebody  mentioned  that  we  dropped  patients.  Well,  I  have 
got  to  tell  you  that  our  major  focus  is  patients.  And  we  do  not  drop 
them  because,  first  of  all,  you  do  not  stop  taking  care  of  somebody. 
Second,  if  you  drop  them,  that  is  abandonment  and  you  are  in  very 
big  trouble  with  that. 

I  think  that — I  have  zero  tolerance  for  fraud  and  abuse,  and  I 
think  everyone  that  is  here  probably  feels  the  same  way.  And  it  is 
not  fun  to  be  guilty  until  proven  innocent.  And  I  sometimes  have 
that  feeling. 

The  one  last  thing  that  I  want  to  say  is  that  site  of  service  is 
a  real  issue  for  me  because  I  serve  communities,  metro  and 
urban — or  urban  and  rural,  and  I  am  penalized  20  percent  for  re- 
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imbursement  for  seeing  a  patient  outside  my  little  metro  area  be- 
cause— I  guess  the  idea  is  that  they  feel  that — the  feeling  is  that 
I  am  gobbling  up  business. 

But  I  am  serving  these  areas  because  the  public  health  depart- 
ment— health  and  environment  has  asked  me  to  go  into  these  com- 
munities and  help  them  with  home  care  because  there  are  no  hos- 
pitals. So  these  have  one  doctor.  Public  health  cannot  afford  to  do 
it.  And  I  am  there,  but  it — I  almost  pay  for  the  privilege  of  taking 
care  of  those  patients. 

Senator  Brownback.  Thanks. 

STATEMENT  OF  SUSIE  SWARTZ,  CEO,  THE  HUNTER  HEALTH 

CLINIC,  INC.,  WICHITA,  KS 

Ms.  Swartz.  I  appreciate  Dr.  Fonner's  comment  regarding  the 
safety  net  providers.  My  name  is  Susie  Swartz.  I  am  the  CEO  of 
Hunter  Health  Clinic,  a  community  health  center,  a  health  care  for 
the  homeless  center  and  urban  Indian  clinic.  We  are  a  federally 
qualified  health  center.  There  are  about  seven  centers  like  ours  in 
the  State. 

The  good  news  for  Federal  qualified  health  centers  is  the  damage 
has  not  been  done  yet  because  the  Balanced  Budget  Act  does  not 
begin  phasing  out  reasonable  cost  based  reimbursement  until  Octo- 
ber. So  Congress  can  prevent  this  from  occurring. 

The  Safety  Net  Preservation  Act,  Senate  Bill  1277,  introduced  by 
Senators  Grassley  and  Baucus,  would  preserve  health  centers'  30- 
year  history  of  providing  access  to  affordable  health  care  and  give 
flexibility  to  the  states  to  craft  their  own  health  center  payment 
systems. 

Health  centers  would  have  a  baseline  funding,  increased  annu- 
ally by  the  Medicare  Economic  Index,  for  primary  care  and  any 
changes  in  the  scope  of  services. 

So  this  is  a  prospective  payment  system  for  federally  qualified 
health  centers  and  rural  health  clinics  to  preserve  that  safety  net 
of  Medicaid  providers  supported  by  the  Senate  Rural  Health  Cau- 
cus. 

The  prospective  payment  system  would  avert  the  dramatic  reduc- 
tions in  Medicaid  revenues  that  will  be  caused  by  the  Balanced 
Budget  Act  phase-out. 

I  know  that  I  have  come  and  talked  to  you  several  times  about 
these  issues,  and  I  think  that  you  are  pretty  clear  on  the  back- 
ground. But  we  need  your  support  as  a  co-sponsor.  And  this  will 
also  impact  all  the  rural  health  centers  as  well. 

[The  prepared  statement  of  Ms.  Swartz  follows:] 
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The  Hunter  Health  Clinic,  Inc. 

I)    2318  EAST  CENTRAL  -  WICHITA,  KANSAS  67214  -  TELEPHONE  (316)  262-3611 

FAX  (316)  262-0741 

*  <zfy  dommxmlhj  cJ-frsifffz  denial 

The  Safety  Net  Preservation  Act  (S.1277  and  H.R.2341)  would  establish  a  prospective 
payment  system  for  Federally-qualified  health  centers  and  rural  health  clinics  to 

preserve  the  Safety  Net  of  Medicaid  providers.  Supported  by  the  Senate  Rural  Health 
Caucus,  the  prospective  payment  system  would  avert  the  dramatic  reductions  in 
Medicaid  revenues  that  will  be  caused  by  the  Balanced  Budget  Act  phase-out. 

Health  Centers  comprise  one  of  the  largest  systems  of  care  in  the  country,  serving 
over  10  million  low-income  patients  per  year,  4  million  of  whom  are  uninsured. 

Unlike  other  health  care  providers,  health  centers'  payer  mix  does  not  allow  them  to 
subsidize  underpayment  from  public  programs  with  insurance  revenues.  Example: 

Hunter  Health  Clinic  Patient  Mix  Physician  Practice  Patient  Mix 

Medicare  5%  Medicare  14% 

Medicaid  18%  Medicaid  9% 

No  Insurance  69%  No  Insurance  1 0% 

Subtotal  92%  Subtotal  33% 

Insurance  8%  Insurance  67% 

In  1990,  Congress  required  the  States  to  pay  health  centers  reasonable  cost  based 
reimbursement  for  providing  health  care  to  Medicaid  patients  because  the  centers  were 
being  forced  to  subsidize  underpayment  from  the  States  with  Federal  grant  dollars 
intended  for  the  uninsured. 

In  1997  Congress  affirmed  its  commitment  to  health  centers  with  increased  FY1999 
appropriations,  but  undercut  that  commitment  by  phasing  out  reasonable  cost  based 
reimbursement  in  the  Balanced  Budget  Act.  The  Balanced  Budget  Act  jeopardizes 
Federal  grant  funding  and  the  mission  of  health  centers  to  provide  access  to 
affordable  health  care.  If  phase  out  begins  as  planned,  each  dollar  of  Medicaid  payment 
lost  will  be  one  less  dollar  of  care  given  to  the  uninsured. 

The  Safety  Net  Preservation  Act  (S.1277  and  H.R.2341),  introduced  by  Senators 
Charles  Grassley  and  Max  Baucus,  and  Representatives  Richard  Burr  and  Ed 
Towns,  would  preserve  health  centers'  30-year  history  of  providing  access  to  affordable 
health  care  and  give  flexibility  to  the  States  to  craft  their  own  health  center  payment 
systems.  Health  centers  would  have  a  baseline  funding,  increased  annually  by  the 
Medicare  Economic  Index  for  primary  care  and  any  changes  in  the  scope  of  services. 

Contact:  Susette  Schwartz,  CEO,  Hunter  Health  Clinic,  (3 1 6)  262-5 1 25.  For  more 
information  on  health  centers  and  the  prospective  payment  system  see  wmv.nachc.com 
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Senator  Brownback.  Thank  you,  Susie.  And  I  will  look  at  that. 
I  have  co-sponsored  and  been  on  a  couple  of  bills — Home  Health 
Equity  Act,  Health  in  Rural  Areas  Act — I  am  looking  at  some  other 
legislation.  We  were  able  to  get  a  few  things  changed  last  year,  and 
we  will  look  at  this  one  as  well  trying  to  address  some  of  these 
areas.  Thanks  for  your  comments.  Yes,  ma'am. 

STATEMENT  OF  SISTER  BETH  STOVER,  ON.  BEHALF  OF  THE 
NORTH  CENTRAL-FLINT  HILLS  AREA  AGENCY  ON  AGING, 
WICHITA,  KS 

Sister  Stover.  I  am  Sister  Beth  Stover.  I  am  with  the  North 
Central-Flint  Hills  Area  Agency  on  Aging  out  of  Manhattan.  It  took 
me  a  year  to  say  that  without  pausing. 

But  I  am  here  on  behalf  of  our  executive  director,  Julie  Govert 
Walter,  who  had  another  commitment  and  could  not  be  here.  So 
she  asked  me  to  come  and  to  speak  to  you.  So  we  really  appreciate 
the  opportunity. 

Area  agencies  on  aging — we  kind  of  consider  ourselves  to  be  the 
quiet  agency  as  one  of  the  pillars  of  the  public  health  care  infra- 
structure. 

And  so  I  guess  today  a  message  that  we  would  like  to  bring  is 
that,  if  there  is  nothing  I  say  that  you  remember,  is  that  the  home 
health  agencies  in  the  State  of  Kansas  are  truly  a  significant  part 
of  the  public  health  care  infrastructure.  And  we  are  affected  by  the 
public  funding  as  it  relates  to  the  people  that  we  serve. 

We  are  mandated — we  are  enabled  to  exist  out  of  a  1965  Older 
Americans  Act,  which  I  know  you  are  aware  of.  And,  with  that,  we 
have  the  mission  of  helping  to  provide  for,  plan  for,  coordinate,  col- 
laborate with  whomever  the  other  health  care  providers  are  to  as- 
sist older  Kansans  to  remain  as  independent  and  as  effective  in 
their  local  communities  as  possible,  and  to  access  the  services  that 
are  available  to  them  so  that  they  can,  indeed,  remain  in  their 
homes  as  long  as  possible. 

And  so  how  does  that  face  with  the  Balanced  Budget  Act  and 
other  kinds  of  public  funding?  For  one  thing,  we  do  have  the  con- 
tract with  the  Kansas  Department  on  Aging  to  work  with  case 
management,  which  works  then  in  connection  with  the  older  Kan- 
sans, to  assess  their  needs,  to  see  what  kind  of  services  that  they 
really  truly  need. 

And,  in  doing  that,  we  collaborate  with  a  lot  of  providers.  We 
have  about  50  contracts  with  providers  in  the  State,  counting 
health  department,  hospital  based  home  health  agencies,  and  other 
types  of  home  care  services  throughout  our  particular  18-county 
area  that  we  serve. 

And  one  of  the  major  concerns  that  we  have  are,  indeed,  the  loss 
of  the  home  health  agency  providers.  And  part  of  it  are  those  that 
perhaps  are  going  to  choose  not  to  provide  services  to  the  nonMedi- 
care  persons  in  the  State.  That  is  the  group  that  we  contract  with, 
of  course,  to  provide  that  service. 

And  if  they  are  not  going  to  be  able  to  do  that  because  of  the  over 
burdensomeness  of  the  OASIS  cost  in  doing  assessments  on  the 
nonMedicare  receipts,  as  well  as  their  Medicare  recipients,  then  we 
are  going  to  lose  those  providers  in  being  to  provide  care  in  the 
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homes  for  people  so  that  they  can  continue  to  remain  there.  And 
so  that  access  to  that  care  is  what  we  are  really  concerned  about. 

Is  we  cannot  provide  some  of  the  nonMedicare  home — in  home 
services,  then  people  are  not  going  to  be  able  to  stay  in  their  own 
homes.  And  so  it  is  going  to  accelerate  their  having  to  move  into 
nursing  homes,  and  that  is  going  to  then  shift  that  cost  back  to  the 
State.  Of  course,  Medicaid  is  paid  by  60  percent  Federal  moneys, 
as  well  as  40  percent  State  moneys.  So  it  does  have  an  impact.  And 
so  those  are  real  concerns  that  we  have. 

One  other  message  I  would  like  to  leave  with  you,  if  I  could,  and 
that  is  our  concern  for  passing  the  Older  Americans  Act  because 
this  is  an  area  where  public  funding  can  have  an  impact  on  helping 
to  keep  people  well  with  the  services  that  we  provide. 

And  I  kind  of  laugh  in  a  sense  because  I  was  coming  to  ask  that 
you  try  to  allocate  at  least  $125  million  for  reimbursement  and  ap- 
propriations for  the  Older  Americans  Act.  But  that  seems  like  pit- 
tance when  we  are  talking  about  70  to  $100  billion.  I  think  if  you 
would  pass  

Senator  Brownback.  Will  you  go  ahead  and  wrap  it  up  here  

Sister  Stover.  OK. 

Senator  Brownback.  So  we  can  get  to  other  people. 
Sister  Stover.  I  would  hope  that  you  would  see  fit  to  do  that  so 
we  can  help  keep  people  in  their  homes. 
Senator  Brownback.  OK.  Good.  Thanks,  Sister. 
Sister  Stover.  And  you  have  a  copy  of  my  statement. 
[The  prepared  statement  of  Sister  Stover  follows:] 

Prepared  Statement  of  Sister  Beth  Stover 

Good  afternoon.  My  name  is  Sister  Beth  Stover.  I  am  speaking  on  behalf  of  Julie 
Govert  Walter,  Executive  Director  of  the  North  Central-Flint  Hills  Area  Agency  on 
Aging  who  is  unable  to  be  here  today  due  to  a  previous  commitment.  Our  non-profit 
agency,  which  is  based  in  Manhattan,  plans,  provides  and  coordinates  services  for 
older  Kansans  in  an  18-county  region,  which  covers  more  than  13,000  square  miles- 
primarily  a  rural  area.  I  appreciate  the  opportunity  to  come  before  you  today. 

We  want  to  thank  you,  Senator  Brownback,  for  organizing  this  hearing  and  the 
consideration  that  you  are  giving  to  public  health  care  financing  issues  affecting 
older  Kansans.  We  are  especially  pleased  to  know  that  you  are  asking  questions  in 
light  of  the  Balanced  Budget  Act  of  1997. 

This  is  an  incredibly  challenging  time  for  area  agencies  on  aging  in  our  state.  We 
know  you  know  about  our  work,  but  perhaps  you  haven't  quite  figured  out  what 
area  agencies  would  have  to  say  at  a  hearing  on  public  health  issues?  Or  what  we 
would  nave  to  say  about  the  effects  of  the  Balanced  Budget  Act  on  services  to  older 
Kansans? 

The  primary  mission  of  our  state's  11  area  agencies  is  to  ensure  that  older  Kan- 
sans can  continue  to  contribute  to  our  communities  and  live  with  maximum  inde- 
pendence and  dignity.  Our  mission  as  stated  under  the  Older  Americans  Act,  which 
was  first  enacted  in  1965  and  has  not  received  any  significant  increases  in  Title  III- 
B  funds  since  1979,  is  "to  plan  and  coordinate  a  comprehensive  and  coordinated  sys- 
tem of  services  for  older  people"  within  our  respective  regions.  In  addition,  the  Older 
Americans  Act  specifically  stipulates  that  area  agencies  are  to  advocate  on  behalf 
of  older  people.  So,  if  you  do  not  remember  anything  else  that  I  say  today,  I  ask 
you  to  remember  this:  Area  Agencies  on  Aging  and  the  "non-medical"  programs  and 
services  supported  by  the  Older  Americans  Act  are  an  integral  part  of  the  public 
health  service  infrastructure. 

Today  I  want  to  focus  on  two  key  issues  that  relate  to  public  health  infrastructure 
and  the  Balanced  Budget  Act: 

•  The  need  for  continuing  vigilance  and  action  concerning  onerous  OASIS  require- 
ments that  adversely  affect  area  agencies'  ability  to  provide  non-Medicare  services 
to  older  Kansans. 

•  The  need  to  reauthorize  to  Older  Americans  Act  and  to  fund  the  National  Fam- 
ily Caregivers  Support  Program  this  year. 
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You  know  there  is  a  certain  insurance  company  that  pegs  itself  as  "the  quiet  com- 
pany. Well,  area  agencies  on  aging  could  bill  themselves  as  "the  quiet  agencies. 
That's  because  much  of  the  work  we  do  is  accomplished  thanks  to  the  relationships 
that  we  have  with  other  partners,  our  colleagues  who  comprise  the  public  health 
infrastructure.  These  partners  include:  county  health  departments,  home  health 
agencies,  hospitals,  nursing  facilities  and  other  groups  who  contract  with  us  to  pro- 
vide in-home  services  to  older  people  who  our  professional  case  managers  have  iden- 
tified as  needing  a  specific  service.  We  also  partner  with  senior  centers  and  commu- 
nity service  organizations  so  that  older  people  can  enjoy  a  hot  meal  either  at  home 
or  at  the  local  senior  center — and  have  the  support  of  friends  and  volunteers.  We 
are  especially  grateful  for  our  wonderful  volunteers  who  serve  on  our  boards  of  di- 
rectors and  advisory  councils,  deliver  meals,  find  help  for  older  people  who  des- 
perately need  financial  help  with  their  prescription  drugs,  help  out  with  work  at  our 
offices,  centers  or  kitchens  and  do  other  things  that  just  wouldn't  be  done  without 
them. 

The  Area  Agency's  role  within  the  total  public  health  infrastructure  has  been  even 
more  prominent  in  recent  years.  There  are  two  specific  areas  where  this  role  was 
strengthened: 

1.  Area  Agency  role  in  Client  Assessment  Referral  and  Evaluation — In 

1995,  Kansas  Area  Agencies  on  Aging  first  partnered  with  the  Kansas  Department 
on  Aging  and  hospitals  and  nursing  homes  to  play  a  key  role  in  the  Client  Assess- 
ment Referral  Evaluation  program  (CARE).  Area  Agencies  are  to  ensure  that  every 
person  who  is  considering  nursing  home  placement  has  an  assessment  to  determine 
the  individual's  level  of  care  needs.  Many  times,  after  one  of  these  assessments, 
older  Kansans  and  their  family  members  find  that  there  are  other  options  besides 
a  nursing  facility.  Statistics  show  that  most  people  who  enter  a  nursing  facility  are 
impoverished  and  become  eligible  for  Medicaid  within  13  weeks  and  most  older  peo- 
ple wish  to  stay  at  home  if  its  possible  to  do  so. 

2.  As  cost  management  of  Medicaid  has  emerged  as  a  priority  issue  for  policy 
makers  in  Kansas,  area  agencies  on  aging  have  taken  on  expanded  roles  in  provid- 
ing case  management  for  older  persons  who  qualify  for  the  Medicaid  HCBS  waiver. 
As  you  know,  60  percent  of  Medicaid  programs  are  paid  from  the  federal  govern- 
ment with  the  state  sharing  40  percent  of  these  costs.  The  HCBS  waiver  program 
is  for  the  most  indigent  of  older  Kansans.  It  enables  older  people  with  specific 
health  needs  to  receive  in-home  services  in  their  homes — beyond  the  doors  of  hos- 
pitals and  nursing  facilities.  The  average  monthly  cost  of  HCBS  services  in  our  re- 
gion is  $950.  Current  monthly  cost  for  a  Medicaid-eligible  person  in  a  nursing  facil- 
ity is  about  $2,700. 

The  OASIS  Concern 

The  reason  why  the  Health  Care  Financing  Administration's  OASIS  requirements 
are  so  onerous  is  that  these  rules  negate  our  agency's  work  to  help  older  people  stay 
at  home  because  of  the  effects  of  unfunded  mandates  on  providers.  Our  Agency  con- 
tracts with  about  50  providers  of  in-home  services.  Most  of  these  providers  are 
Medicare-certified  agencies.  OASIS  also  adversely  affects  the  Medicaid  waiver  cost- 
management  strategies. 

As  one  of  the  tenants  of  the  Balanced  Budget  Act  of  1997,  in  April  1999-this  year- 
the  Health  Care  Financing  Administration  issued  the  required  Outcomes  Assess- 
ment Information  Set  (OASIS).  OASIS  requires  all  patients  of  every  Medicare-cer- 
tified home  health  agency  and  hospital  to  complete  an  18-page  form  which  focuses 
on  medical  issues.  This  OASIS  document  is  to  be  completed  by  a  registered  nurse 
and  updated  every  60  days.  It  is  important  to  know  that  this  HCFA  required  assess- 
ment is  a  totally  different  tool  than  the  already-existing  paperwork  required  by  the 
Kansas  Department  on  Aging.  Because  Medicare  will  not  pay  for  this  new  and  addi- 
tional assessment,  our  providers  have  told  us  they  cannot  afford  to  do  non-Medicare 
services  if  they  are  required  to  do  the  HCFA-mandated  assessment  without  pay- 
ment. These  OASIS  requirements  threaten  to  undermine  the  public  health  care  in- 
frastructure in  our  mostly  rural  state. 

Whoever  put  the  OASIS  plans  together  did  not  have  a  clear  understanding  of 
what  it  is  like  to  grow  old  and  need  certain  non-Medicare  services  like  those  spon- 
sored by  Kansas  area  agencies  on  aging. 

There  are  at  least  three  major  ways  that  OASIS  adversely  affects  the  public 
health  infrastructure: 

1.  Loss  of  available  non-Medicare  in-home  services  in  rural  areas. 

2.  Further  deterioration  of  the  infrastructure  that  supports  the  ability  of  low-in- 
come elders  to  remain  in  their  own  homes. 

3.  Increased  potential  that  low-income  Kansas  will  move  more  quickly  from  their 
homes  to  more  costly  institutions  such  as  nursing  homes  and  hospitals. 
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Our  Agency  estimates  that  it  will  cost  another  $188,000  annually  in  our  region 
alone  if  the  proposed  OASIS  requirements  go  into  effect  in  Spring  2000  for  older 
Kansans  who  need  personal  care.  Let  me  say  that  our  Agency  has  already  maxed 
out  funds  from  state  and  Older  Americans  Act  resources  and  just  last  week  the 
Kansas  Department  on  Aging  announced  that  no  more  people  can  be  added  to  the 
HCBS  program.  So,  how  are  we  going  to  come  up  with  $188,000  more  dollars  to  do 
OASIS  paperwork  when  everyday  that  people  go  without  in-home  services  means 
that  everyday  more  and  more  people  will  end  up  either  in  a  nursing  facility  or  a 
hospital? 

It  appears  to  our  Agency  that  for  every  good  decision  we  make  to  maximize  an 
older  Kansan's  independence  and  well-being,  other  decisions,  such  as  unfunded 
mandates  and  failure  to  pay  attention  to  and  to  fund  programs  that  are  working 
-like  the  Older  Americans  Act-  accelerate  the  movement  of  older  people  into  more 
expensive  institutional  settings. 

Senator  Brownback,  we  urge  you  to: 

•  work  to  remove  the  requirement  that  OASIS  assessments  be  completed  for  all 
non-Medicare  customers-including  those  only  receiving  personal  care  services. 

•  if  this  is  not  possible,  work  to  ensure  that  additional  monies  are  appropriated 
to  pay  for  the  mandated  OASIS  assessment  requirements. 

Older  Americans  Act 

The  Older  Americans  Act  is  an  inherent  component  of  the  public  health  infra- 
structure. This  Act  funds  planning  and  coordination  activities  as  well  as  essential 
non-medical  services  that  are  not  funded  from  any  other  federal  or  state  sources. 
Failure  to  reauthorize  the  Older  Americans  Act  or  failure  to  pass  the  National  Fam- 
ily Caregivers  Support  program  would  severely  erode  an  important  pillar  in  our 
health  care  infrastructure. 

The  Older  Americans  Act  supports  the  public  health  infrastructure  by: 

•  area  agencies  on  aging  serving  as  "  primary  points  of  entry"  for  older  people 
in  the  long-term  care  system. 

•  enhancing  health  through  diet  counseling,  nutritious  meals  served  at  home  or 
at  local  senior  centers 

•  providing  objective  health  and  consumer  information  and  assistance  in  sorting 
out  complicated  forms  and  paperwork,  which  reduce  the  stress  and  anxiety  levels 
for  older  people  and  family  caregivers. 

•  Providing  insurance  counseling  and  help  for  low-income  Kansans  who  need  free 
or  reduced-cost  prescription  medications. 

•  Providing  return-to-work  options  for  older  people  who  want  to  work. 

Right  now,  proposals  to  reauthorize  the  Older  Americans  Act  are  being  discussed 
in  Congress.  House  Resolution  782  is  in  need  of  a  Companion  bill  in  the  Senate. 
The  Older  Americans  Act  programs  are  running  at  60  percent  of  the  dollar  power 
they  had  in  1979 — the  last  time  any  significant  funding  increase  was  appropriated. 

We  urge  you,  Senator  Brownback,  to: 

•  Work  to  reauthorize  the  Older  Americans  Act  to  include  the  National  Family 
Caregiver  Support  Program.  The  Older  Americans  Act  has  not  been  re-authorized 
since  1992.  It's  time  to  do  it! 

•  Increase  funding  for  the  Older  Americans  Act.  The  Older  Americans  Act  has  not 
received  any  significant  increases  in  Title  III  since  1979  and  was  cut  by  five  percent 
in  1995. 

•  We  urge  you  to — 

1.  Appropriate  $125  million  for  the  national  Family  Caregivers  Support  Program 

2.  Increase  level  of  funds  for  senior  meals  by  $35  million,  increase  Title  III-B  sup- 
port services  by  $35  million  and  Title  VI  by  $3.5  million. 

3.  Increase  funding  for  all  other  Older  Americans  Act  Programs  by  at  least  five 
percent. 

•  Make  Funding  the  needs  under  the  Older  Americans  Act  a  priority  even  if  it 
means  removing  the  spending  cap  imposed  by  the  1997  Balanced  Budget  Act. 

Thank  you  for  hearing  how  area  agencies  on  aging  are  part  of  the  public  health 
infrastructure  and  how  public  financing  decision  affect  the  lives  of  older  Kansas  now 
and  will  affect  them  in  the  future. 

Senator  Brownback.  OK.  We  will  run  a  little  clock  here.  And  the 
only  reason  to  do  that  is  so  we  can  get  as  many  people  to  comment 
as  possible.  And  I  am  sorry  to  do  that  to  you,  but  it  just — that  way 
we  can  keep — get  as  many  people  to  comment  as  possible. 
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STATEMENT  OF  JESSICA  DEETER,  DIRECTOR,  HOME  CARE 
AND  HOSPICE,  MANHATTAN,  KS 

Ms.  Deeter.  Good  afternoon.  I  talk  very  quickly,  so  2  minutes 
time  will  not  be  a  problem.  My  name  is  Jessica  Deeter.  I  am  the 
director  at  Home  Care  and  Hospice  in  Manhattan,  KS.  We  have 
served  north  central  Kansas  for  home  care  and  hospice  services  for 
21  years. 

And  I  think  Congress  and  HCFA  were  serious  when  they  said 
they  wanted  to  reduce  the  growth  rate  of  home  care  expenditures 
without  decreasing  access  to  home  care.  I  believe  that  sincerely. 

If  we  do  not  have  studies  yet  to  prove  decreased  access  to  home 
care,  let  me  give  you  one  example  in  north  central  Kansas  that  is 
more  than  a  reduction  in  growth  rate  and  is  certainly  a  reduction 
in  access  to  care. 

I  think  we  are  one  of  the  best  home  care  agencies  in  Kansas.  I 
have  strong  feelings  toward  that.  We  were  ready  for  IPS.  We  have 
been  under  the  IPS  provision  since  October  1  since  our  fiscal  year 
started.  So  almost  for  2  years  now  we  have  been  under  IPS.  We 
were  ready.  We  knew  before  they  were  published  what  our  cost 
limits  were  going  to  be. 

In  addition  to  the  cut  backs  we  had  already  made  prior  to  the 
Balanced  Budget  Act,  since  then  we  have  experienced  a  reduction 
in  Medicare  reimbursement  for  home  health  only  by  40  percent.  As 
a  result,  and,  even  prior  to  that,  we  reduced  our  staff,  both  in  num- 
ber and  in  payroll  expenses,  by  50  percent.  We  have  gone  from  a 
staff  of  80  in  October  of  1997  to  39. 

With  those  staff  reductions — I  come  from  a  business  background. 
I  understand  math  very  well.  If  you  have  two  numbers  in  an  equa- 
tion and  you  can  only  control  the  expenses,  that  is  the  one  that  you 
work  with.  We  have  no  control  over  our  Medicare  reimbursement 
at  this  point.  So  we  went  with  the  reduction  of  expenses — reduced 
our  overall  agency  expenses  by  40  percent. 

You  cannot  provide  the  same  level  of  service,  the  same  volume 
of  service  to  the  same  number  of  people,  with  half  your  staff.  It  is 
impossible.  We  tried  it,  but  it  is  impossible. 

In  addition  to  that,  we  rewarded  the  staff  that  remained  with  us 
by  a  freeze  on  wages  and  then  also  asked  them  to  take  cuts  in 
wages  to  remain  working  for  an  agency  that  expects  them  to  pro- 
vide more  care,  more  productive  work. 

And,  at  the  same  time,  our  decrease  in  volume  of  Medicare  serv- 
ices has  decreased  from  an  average  of  17  Medicare  home  health 
care  visits  a  month  to  283  this  past  month.  That  is  not  because  we 
were  fraudulent  and  abusive.  It  is  because  we  had  to  cut  our  staff 
to  monitor  our  expenses. 

And,  after  all  of  those  expense  reductions,  we  are  reimbursed,  on 
average,  55  cents  for  every  one  dollar  of  expense  we  have  for  Medi- 
care home  health. 

Now,  what  that  means  in  our  area  is  not  just  home  health  reduc- 
tion access.  We  provide  three  programs  and  home  care  and  hospice. 
Hospice  to  the  terminally  ill  is  one  of  them.  Medicare  home  health 
always  lost  the  least  amount  of  money  of  our  three  programs  and 
helped  our  foundation  funds  go  toward  the  hospice  program,  which 
now  does  not  exist. 
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And  our  health  care  attendant  program,  which  provides — prob- 
ably almost  200  individuals  a  year  are  able  to  stay  home  because 
of  those  HCF-type  services — also  is  one  of  the  better  programs  that 
we  have  now.  But  it  is  subsidized,  not  by  any  other  program  we 
have,  but  by  our  foundation. 

I  am  not  in  the  business  to  raise  money,  but  we  just  launched 
a  million  dollar  fund  raising  campaign  to  keep  our  doors  open.  And 
we  are  never  going  to  raise  $1  million. 

So  we  are  looking  forward  to  the  prospective  payment  system, 
and  we  look  forward  to  some  legislative  issues  that  can  help  in 
medical  home  health  programs.  Thank  you  for  coming. 

Senator  Brownback.  Thank  you,  Jessica. 

STATEMENT  OF  LINDA  WALKER,  ADMINISTRATOR, 
SUNFLOWER  SUPPORT  SERVICES 

Ms.  Walker.  Hi.  I  am  Linda  Walker,  and  I  am  the  past  adminis- 
trator of  Sunflower  Home  Care,  which  was  one  of  the  agencies  that 
was  mentioned  earlier  that  closed. 

I  am  also  currently  administrator  of  Sunflower  Support  Services 
that  does  provide  those  services  for  the  State  programs  for  the  el- 
derly. And  we  keep  about  200  people  at  home  also  who  would  be 
otherwise  in  nursing  homes. 

I  just  wanted  to  address  a  couple  of  things  here.  You  had  a  ques- 
tion about  the  adversarial  relationship  between  HCFA  and  the 
home  health  agency — or  the  providers.  And  I  just  wanted  to  ad- 
dress that  a  little  bit. 

It  was  testimony  from  HCFA  that  helped  to  shape  the  provisions 
in  the  Balanced  Budget  Act.  It  seems  like  now  that  they  are  want- 
ing to  say,  Congress  did  this  to  you.  We  are  just  enforcing  it. 

But  I  have  done  some  research  on  the  internet,  and  it  was  testi- 
mony that  they  provided  and  recommendations  that  HCFA  pro- 
vided that  actually  shaped  those  provisions  that  were — that  they 
are  now  enforcing.  And  most  of  us  are  aware  of  that.  That  is  one 
aspect  of  that. 

There  is  also  the  aggressive  fraud  and  abuse  initiatives  that  they 
have  taken  that  assume  guilt  rather  than  innocence.  And  they — we 
are  now  having  seminars — when  we  have  home  care  seminars, 
which  we  do  not  have  as  many  as  we  used  to — that — where  we 
have  people  come  in  and  talk  to  us  about  what  to  do  when  the  FBI 
comes  into  our  agency — not  if. 

And  those  things  are — we  do  have  that  feeling  of  that  we  are  just 
constantly  being  considered  guilty  of  fraud  and  abuse  and  of  trying 
to  take  the  government  money. 

In  our  effort  to  try  to  stay  out  of  those  kinds  of  things — and  com- 
pliance takes  a  lot  of  extra  paperwork,  a  lot  of  extra  expenses  in 
the  agencies  just  to  try  to  prove  ourselves  innocent  at  all  times. 

The  other  thing  I  just  wanted  to  address  was  that  statement 
about  that  care  was  being  given  to  chronically  ill  people  or  custo- 
dial care.  And  there  was  a  study  out  of — I  believe  it  George  Wash- 
ington University — that  was  looking  at  the  effects  of  the  IPS. 

And  one  of  the  things  that  they  looked  at  specifically  was  who 
was  receiving  care.  Yes,  it  is  the  chronically  ill  because  it  is  the 
chronically  ill  who  become  acutely  ill.  There  are  not  two  classes  of 
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patients — that  there  are  just  people  who  become  acutely  ill  and 
people  who  become  chronically  ill. 

It  is  very  much  the  chronically  ill  who  become  acutely  ill  and 
have  acute  illness  episodes.  So  you  cannot  just  divide  those  two.  So 
it  is  real  hard  to  really  say  that  we  were  doing — providing  care — 
custodial  care  for  just  the  chronically  ill  people. 

The  last  thing  I  would  like  to  say  is  just  that  this  is  very  much 
a  women's  issue  in — as  it  was  brought  up  earlier — that  most  of  the 
beneficiaries  are  elderly  women.  Also  I  would  say,  here  in  the  State 
of  Kansas,  most  of  the  agencies  that  have  been — have  gone  out  of 
business — or  many  have  been  agencies  owned  by  women,  and  the 
employees  who  have  lost  their  jobs  are  very  much  women.  So  I 
think  they  are  being  very  victimized  by  this  whole  thing. 

STATEMENT  OF  SUSAN  GRACE,  PRESIDENT,  KANSAS 
PHYSICAL  THERAPY  ASSOCIATION 

Senator  BROWNBACK.  Thank  you,  Ms.  Walker.  Thank  you. 

Ms.  Grace.  My  name  is  Susan  Grace,  and  I  am  president  of  the 
Kansas  Physical  Therapy  Association.  And  my  comments  would 
primarily  be  directed  to  Mr.  Tilghman.  And  I  will  keep  them  brief, 
but  it  has  to  do  with  some — one  of  those  ripples.  I  am  not  sure 
which  one. 

But  it  certainly  has  affected  physical  therapy  care  in  rural  Kan- 
sas. And  we  had  a  period  of  time  in  our  physical  therapy  practice 
back  where  we  were  grandfathering  in  physical  therapy  assistants. 
And  many  of  these  grandfathered  PTAs  provided  service  in  rural 
Kansas. 

And  HCFA  suddenly  interpreted,  evidently,  this — a  Medicare 
regulation  that  has  been  on  the  books  for  quite  some  time  that 
these  grandfathered  in  PTAs  did  not  meet  Medicare  criteria  for 
providing  skilled  care. 

We  have  been  trying  to  get  an  answer  from  HCFA  on  their  exact 
interpretation  and  enforcement  on  this  for  well  over  6  months  now, 
and  we  cannot  seem  to  get  an  answer.  In  the  meantime  then,  pro- 
viders of  care  who  have  been  trying  to  be  conscientious  and  not 
billing  Medicare  fraudulently,  have  let  their  employees  go,  which 
has  left  these  rural  Kansas  communities  without  physical  therapy 
care  because,  oftentimes,  these  providers  were  the  sole  practition- 
ers under  the  direction  of  a  physical  therapist. 

So  my  frustration  is,  in  this  period  of  time,  we  are  not  only  losing 
physical  therapy  services  in  the  rural  communities  of  Kansas,  peo- 
ple are  losing  jobs  and  we  cannot  get  an  answer.  So  I  would  appre- 
ciate that.  Thank  you. 

Senator  BROWNBACK  Surely,  we  will  be  able  to  get  an  answer 
here  within  the  next  week  or  so  for  you  

Ms.  Grace.  Thank  you. 

Senator  BROWNBACK.  For  that  to  happen. 

STATEMENT  OF  PAM  PALMER 

Ms.  Palmer.  Hi.  My  name  is  Pam  Palmer.  I  am  from  a  home 
care  agency  here  in  Wichita.  And  I  just  wanted  to  emphasize  one 
thing  that  I  do  not  think  has  quite  been  made  clear  enough  also. 

For  a  home  health  agency  to  remain  viable,  we  depend  upon  re- 
imbursement from  Medicare,  but  we  also  depend  upon  referrals 
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from  physicians.  And  I  think  that  is  one  area  that  we  have  not 
looked  at  quite  enough. 

I  know  there  are  physicians  here  in  Wichita  who  are  not  refer- 
ring the  same  types  of  people,  or  certainly  the  same  numbers  of 
people  to  us  because  they  are  scared.  They  are  scared  of  fraud 
abuse,  and  so  the  beneficiaries  simply  are  not  getting  what  they  de- 
serve because  the  physicians  are  not  referring  to  the  home  care 
agencies  because,  again,  they  are  scared. 

So  I  think  that  is  another  one  of  the  ripple  effects  that  maybe 
we  need  to  look  at. 

Senator  Brownback.  That  is  a  good  point. 

STATEMENT  OF  CHRIS  STANFIELD 

Mr.  Stanfield.  Good  afternoon,  Senator.  My  name  is  Chris  Stan- 
field.  We  used  to  work  in  the  Mills  Building  together  in  Topeka. 
I  am  now  with  the  Shawnee  County  Health  Agency — the  chief  fi- 
nancial officer  there  in  Topeka. 

And  one  of  the  issues  I  want  to  echo — most  of  the  comments 
today  by  Mr.  Wilson  and  the  panelists  that  you  have  heard  from 
today.  Susie  brought  up  about  the  FQHCs,  and  Shawnee  County  is 
a  federally  qualified  health  center. 

One  of  the  provisions  of  the  Balanced  Budget  Act  that  has  not 
been  spoken  to  today  was  the  cost  base  reimbursement  phase  out, 
where  they  are  dropping  it  from  100  percent  currently — in  October 
of  this  year  it  will  drop  to  95  percent.  The  following  October  it  will 
be  down  to  90  percent.  And  it  phases  clear  down  to  zero  within  a 
five-year  period. 

We  do  not  see  how  that  can  be  possible  given  the  provisions  of 
providing  care  to  the  indigents  and  to  underinsured  individuals 
that  are  coming  into  the  doors.  CHIP'S  program  is  working.  We  are 
covering  children  in  the  State  of  Kansas — at  least  in  Shawnee 
County. 

But  it  is  their  parents  that  we  are  working  for  who  are  still  com- 
ing to  us.  We  have  a  sliding  fee  scale.  But  if  our  cost  100  percent 
reimbursement  is  not  maintained  there  is  no  way  we  can  continue 
to  supply  the  services  there. 

Shawnee  County,  as  a  taxing  entity,  does  give  us  money.  About 
a  third  of  our  services  are  provided  there.  The  other  third  is  fed- 
eral/state grants.  And,  finally,  the  last  third  is  the  patient  base. 
But  we  are  running  with  a  bad  debt  account,  and  we  are  about  a 
quarter-of-a-million  in  charges  that  are  not  being  collectible. 

Yet,  none  of  our  costs  have  gone  down.  It  does  not  cost  less  for 
gloves  or  for  syringes  or  any  of  the  supplies  that  they  were  using 
in  the  department. 

So  we  would  like  to  see  some  type  of  reversal  or  replacement  of 
the  actions  that  were  called  for  in  the  Balanced  Budget  Act  regard- 
ing the  phase  out  of  the  cost  reimbursement  service.  Thank  you. 

Senator  Brownback.  Thank  you,  Chris.  This  will  be  our  last 
comment,  and  then  we  will  be  wrapping  up  here. 

Ms.  Eyerly.  OK.  Well,  I  will  make  it  brief  then. 

Senator  Brownback.  That  is  all  right. 
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STATEMENT  OF  JUDY  EYERLY,  KANSAS  ASSOCIATION  FOR 
THE  MEDICALLY  UNDERSERVED,  TOPEKA,  KS 

Ms.  EYERLY.  My  name  is  Judy  Eyerly,  and  I  am  with  the  Kansas 
Association  for  the  Medically  Underserved.  We  met  in  March  actu- 
ally when  I  was  up  there  with  community  health  centers. 

And  I  represent  the  seven  federally  qualified  health  centers  and 
also  21  other  health  centers  across  Kansas  who  are  considered 
safety  net  providers.  And  I  just  want  to  reiterate  what  Susie  was — 
said — to  ask  for  your  support  on  the  Medicaid  Safety  Preserva- 
tion— Safety  Net  Preservation  Act. 

And,  without  that,  as  well  as  threatening  the  viability  of  the  fed- 
erally qualified  health  centers,  I  think  it  threatens  the  safety  net 
for  the  whole  of  Kansas  because,  if  the  federally  qualified  health 
centers  are  no  longer  able  to  care  for  the  uninsured  patients  be- 
cause their  grant  dollars  are  having  to  go  to  cover  Medicaid  pa- 
tients because  of  the  phasing  out  of  cost  based  reimbursement, 
then  those  patients  are  going  to  have  to  go  to  the  other  centers, 
who  are  already  maxed  out  in  terms  of  the  patients  they  can  serve. 

And  so  it  is  just  going  to  have  a  ripple  down  effect  across  the 
whole  safety  net  here  in  Kansas.  And  so  asking  for  your  support 
on  that. 

And  there  are  two  other  issues  that  I  would  like  to  address.  The 
first  one  is  that  we  believe  that  presumptive  eligibility  should  be 
a  mandate  in  both  the  CHIP  and  the  Medicaid  program.  Visions  for 
that  were  in  the  Balanced  Budget  Act  for  Medicaid,  but  we  would 
like  to  see  it  extended  to  CHIP.  And  we  believe  that  there  is  a  log- 
ical way  to  increase  enrollment  and  the  assure  access  to  care. 

This  also  assures  payment  at  the  time  a  client  presents  them- 
selves for  care.  With  the  de-linking  of  Medicaid  and  Welfare,  enroll- 
ment in  Medicaid  is  not  as  complicated  and  can  easily  be  done  in 
the  provider's  office.  Currently  this  practice  is  not  being  done  in  ei- 
ther program. 

And  we  also  would  like  to  see  that  all  Federal  mandates,  rules, 
and  regulations  related  to  Medicaid,  such  as  presumptive  eligibility 
cost  based  reimbursement  or  the  prospective  payment  system,  if 
that  is  passed,  and  wrap  around  payments  should  also  apply  to 
CHIP  even  when  the  CHIP  program  is  not  a  part  of  Medicaid,  as 
it  is  here  in  Kansas. 

We  believe  that  this  was  the  intent  of  Congress  when  the  Bal- 
anced Budget  Act  was  passed.  And  currently  health  centers  who 
provide  services  for  CHIP  in  Kansas  cannot  receive  cost  based  re- 
imbursement for  these  children,  nor  can  they  receive  the  wrap 
around  payment  because  the  CHIP  program  is  considered  separate 
from  Medicaid.  So  we  would  like  your  support  on  these  issue. 

Senator  Brownback.  That  is  good  

Ms.  Eyerly.  And  I  have  written  testimony. 

[The  prepared  statement  of  Ms.  Eyerly  follows:] 

Prepared  Statement  of  Judy  Eyerly 

Senator  Brownback  and  committee  members:  I  want  to  thank  you  for  inviting  me 
to  attend  this  hearing  today.  My  name  is  Judy  Eyerly,  I  am  speaking  in  behalf  of 
the  Kansas  Association  for  the  Medically  Underserved  which  is  the  state  Primary 
Care  Association. 

In  the  past  few  months  we  have  noticed  an  increasing  number  of  articles  and  re- 
ports that  have  warned  of  the  growing  threat  to  community  providers  whose  mission 
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is  to  provide  care  to  the  low-income  uninsured — the  safety  net.  This  was  a  special 
topic  of  the  Oregon  Health  Plan  (February  1999),  the  subject  of  numerous  articles 
in  State  Health  Notes,  the  biweekly  publication  by  the  Forum  for  State  Health  and 
Policy  Leadership  and  an  almost  exclusive  study  of  the  Urban  Institute,  whose  stud- 
ies tend  to  focus  on  timely  topics  worthy  of  public  consideration. 

We  can  appreciate  the  rising  concern  and  believe  the  threats  described  are  real. 
As  in  other  states,  the  health  care  safety  net  in  Kansas  is  comprised  of  a  broad 
range  of  local  entities.  These  include  local  health  departments,  non-  profit  hospitals, 
rural  health  clinics,  especially  those  with  National  Health  Service  Corps  providers 
who  are  mandated  to  see  all  clients  in  their  catchment  areas  without  regard  to  pay- 
ment source  and  non-profit  community-based  primary  care  clinics  and  Federally 
Qualified  Health  Centers. 

In  general  it  is  the  mission  of  all  health  care  safety  net  providers  to  assure  access 
to  care,  without  regard  to  ability  to  pay.  Because  the  level  of  care  varies  widely  from 
county  to  county  in  Kansas  and  is  very  dependent  on  local  resources,  providing  ac- 
cess to  care  becomes  a  relative  term.  For  example  even  though  some  elements  of 
the  safety  net  are  sprinkled  throughout  the  state  -  true  access  to  comprehensive  and 
continuous  primary  health  care,  without  regard  for  ability  to  pay,  is  not. 

Today  I  concentrate  on  safety  net  organizations  who  serve  as  a  "medical  home" 
for  clients  who  would  otherwise  not  be  able  to  afford  this  service.  In  our  state  there 
are  approximately  28  organizations  who  fit  this  description.  Traditionally  these  cen- 
ters are  charged  with  developing  comprehensive  services  that  focus  on  preventive 
as  well  as  diagnosis  and  treatment  and  on  going  care  for  such  conditions  as  Asthma, 
Diabetes  and  Hypertension.  Many  of  the  health  centers  in  Kansas  provide  prenatal 
care  as  well  and  an  increasing  number  now  focus  on  dental  care  as  well.  They  differ 
from  other  health  organizations  because  they  developed  out  of  community  need  and 
hold  a  great  deal  of  community  support.  They  are  funded  from  a  variety  of  sources. 
Seven  are  Federally  Qualified  Health  Centers.  Four  are  located  in  local  health  de- 
partments. Sixteen  of  the  health  centers  receive  a  portion  of  their  base  funding  from 
a  special  state  appropriations  for  primary  care.  Others  receive  support  from  church- 
es, private  foundations  and  fund  raising  activities. 

In  1997,  it  cost  these  safety  net  organizations  $14,275,414.00  to  operate.  Approxi- 
mately 53%  came  in  the  form  of  grants  and  contracts  from  public  agencies,  42% 
from  fees,  including  Medicare,  Medicaid  and  Patient  sliding  fee  and  about  7%  from 
private  foundations.  In  addition  another  $2,678,446  from  in-kind  contributions 
comes  from  hospitals,  doctors  and  other  health  care  providers  who  participate  as 
part  of  local  community  network  for  primary  care.  Because  of  this  investment,  over 
70,000  individuals  in  Kansas  now  have  a  medical  home  for  a  cost  of  about  $205.00 
per  user.  This  means  they  have  access  to  a  full  service  provider,  i.e.  a  physician  or 
an  advanced  nurse  practitioner  or  physician  assistant  who  work  in  partnership  with 
a  physician.  In  addition  they  may  receive  assistance  with  medications,  laboratory 
and  x-ray  and  limited  specialty  care.  The  same  care  that  you  and  I  receive  when 
we  visit  our  primary  care  provider. 

There  is  a  difference  however  and  that  difference  is — the  cost  for  primary  care  is 
supplemented  with  tax  dollars.  This  is  important  because  these  tax  dollars,  whether 
grants  or  other  tax  generated  income,  such  as  medicaid  and  medicare,  guarantee  vi- 
ability of  the  center.  It  is  this  balance  in  funding  that  allows  Kansas  Health  Centers 
the  capacity  to  carry  out  their  mission  which  is  to  be  the  provider  of  last  resort. 
We  are  here  today  because  we  feel  this  balance  is  in  jeopardy. 

Factors  seriously  threatening  the  balance  include;  (1)  The  increased  numbers  of 
uninsured  in  need  of  service;  (2)  the  push  to  enroll  all  Medicaid  and  CHIP  clients 
into  some  type  of  managed  care  without  a  clear  mandate  for  Managed  Care  Insurers 
to  contract  with  health  centers;  (3)  the  insistence  that  safety  net  providers  compete 
with  the  private  market  and  (4)  a  belief  that  recent  health  policy  changes  have  fixed 
the  problem. 

Most  urgently  effecting  viability  of  Kansas  health  centers  is  the  quickly  approach- 
ing deadline  to  begin  phase  out  of  cost  based  reimbursement,  including  the  wrap 
around  payment,  for  FQHC's.  Without  a  permanent  fix,  this  action  alone  will  force 
FQHC's  into  the  cost-conscious  managed  care  insurance  market  where  there  is  no 
ability  to  leverage  costs  for  the  uninsured.  Within  months  health  centers  could  loose 
as  much  as  30%  of  their  revenue  from  fees.  Tragically,  if  not  reversed  or  replaced, 
loss  of  cost  based  reimbursement  will  not  only  effect  FQHC's  but  other  safety  net 
providers  as  well  when  FQHCs  are  forced  to  make  changes  within  their  programs 
likely  lowering  the  number  of  uninsured  and  decreasing  enabling  services,  such  as 
case  management,  in  order  to  remain  viable  in  the  present  day  market — in  other 
words  being  forced  to  choose  money  over  mission 

We  believe  investing  in  Kansas  health  centers  and  in  the  population  we  serve  is 
a  good  use  of  resources.  For  every  public  dollar  invested,  Kansas  health  centers  are 
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able  to  access  $4.00  more.  This  means  more  services  for  uninsured.  Additionally  we 
know  the  vast  majority  of  our  clients  are  employed.  Our  goal  is  to  help  them  stay 
employed,  out  of  hospitals  and  away  from  emergency  rooms.  In  fact  a  recent  study 
of  three  Kansas  health  centers  demonstrated  a  definite  drop  in  emergency  room  use 
by  uninsured  clients  in  these  communities  following  implementation  of  a  health  cen- 
ter within  that  community. 

Introduced  this  year  are  several  pieces  of  legislation  that  focus  on  preserving  the 
safety  net  by  reversing  or  replacing  cost  based  reimbursement  for  FQHC's  and 
RHC's.  One  such  bill  is  the  Medicaid  Primary  Care  Safety  Net  Preservation  Act. 
This  legislation  establishes  a  new  prospective  payment  system  which  would  allow 
the  reasonable  cost  reimbursement  rate  for  fiscal  year  2000  and  for  fiscal  year  2001 
and  thereafter,  FQHC's  and  RHC's  would  receive  the  previous  year's  payment  plus 
an  annual  increase  based  on  the  current  year's  increase  in  the  Medicare  economic 
index  and  changes,  if  any  in  the  scope  of  services  offered  by  the  health  center  or 
clinic.  Additionally  the  legislation  continues  the  wrap  around  payment  that  requires 
managed  care  organizations  to  reimburse  health  centers  what  they  would  reimburse 
health  care  providers  in  their  networks  and  require  the  state  to  pay  the  difference 
between  the  managed  care  organizations  reimbursement  rate  and  the  prospective 
payment  system  rate.  We  urge  your  support  in  this  legislation. 

Finally  we  ask  your  support  in  two  matters  which  we  believe  negatively  impact  the 
CHIP  program  as  outlined  in  the  Balanced  Budget  Act. 

1.  We  believe  presumptive  eligibility  should  be  a  mandate  in  both  the  CHIP  and 
Medicaid  program.  We  believe  this  is  a  logical  way  to  increase  enrollment  and  to 
assure  access  to  care.  This  also  assures  payment  at  the  time  a  client  presents  them- 
selves for  care.  With  the  de-linking  of  Medicaid  and  Welfare,  enrollment  in  Medicaid 
is  not  as  complicated  and  can  easily  be  done  in  the  providers  office.  Currently  this 
practice  is  not  being  done  in  either  program. 

2.  We  believe  all  federal  mandates,  rules  and  regulations  related  to  Medicaid  (pre- 
sumptive eligibility,  cost  based  reimbursement  or  if  passed  the  prospective  payment 
rates  and  wrap  around  payment)  should  also  apply  to  CHIP  even  when  the  CHIP 
program  is  not  a  part  of  Medicaid.  We  believe  this  was  the  intent  of  congress  when 
the  balanced  budget  act  was  passed.  Currently  health  centers  who  provide  services 
for  CHIP  in  Kansas  cannot  receive  cost  based  reimbursement  for  these  children,  nor 
can  they  receive  the  wrap  around  payment  because  the  CHIP  program  is  considered 
separate  from  Medicaid. 
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Kansas  Primary  Care  Health  Centers 

A  good  investment  in  safety  net  survival 


The  Health  care  safety  net  defined 

As  in  other  states,  the  health  care  safety 
net  in  Kansas  is  comprised  of  a  broad 
range  of  local  entities,  whose  primary 
mission  is  to  serve  the  underserved. 

The  safety  net  includes: 

•  Local  health  departments; 

•  Non-profit  hospitals; 

•  Rural  health  clinics,  in  particular 
those  with  National  Health  Service 
Corps  providers  who  are  mandated 
to  see  all  clients  in  their  catchment 
area  without  regard  to  payment 
source;  and 

•  Non-profit  community  based  clinics 
and  health  centers,  including  those 
certified  as  Federally  Qualified 
Health  Centers  (FQHC's). 

It  is  generally  the  mission  of  all  health 
care  safety  net  providers  to  assure 
access  to  care  -  without  regard  to  ability 
to  pay.  Although  the  mission  remains 
the  same  throughout  the  safety  net  - 
true  access  to  care  is  relative  to  purpose 
and  resources  needed  to  establish 
required  health  care  services. 

Member  organizations  of  the  Kansas 
Association  for  the  Medically 
Underserved  (KAMU)  comprise  one 
portion  of  the  safety  net  in  Kansas. 
These  are  the  organizations  that  are 
charged  with  providing  comprehensive 
primary  care  and  whose  ultimate  goal  is 
to  become  a  medical  home  for  their 
clientele. 

In  Kansas  there  are  28  community 
based  primary  care  clinics  and  health 
centers  that  meet  this  criteria. 
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Thesecenters  are  located  primarily  in 
the  eastern  half  of  the  state,  with  three 
located  in  the  western  portion,  in  Great 
Bend,  Hutchinson  and  Garden  City. 

Why  is  the  health  care  safety  net 
necessary? 

Community  based  primary  clinics  and 
Health  Centers  qualitatively  differ  from 
any  other  health  care  provider  in  today's 
health  care  system. 

>  They  are  formed  out  of  community 
need  - 

>  They  are  tax  supported. 

>  They  provide  culturally  competent 

care. 

>  They  are  affordable  by  way  of  a 
discounted  sliding  fee. 

>  They  coordinate  their  care  with  other 
service  providers  thus  establishing 
partnerships  that  expand  services  to 
their  clientele. 

In  1997,  the  community  based  primary 
care  clinics  and  health  centers  in 
Kansas  served  over  70,000  patients. 
This  resulted  in  over  217,000  patient 
visits  to  physicians,  nurse  practitioners 
and  physician  assistants  employed  by 
these  agencies.  Total  cost  to  provide 
services  for  the  70,000  patients  was 
$14,275,414.00.  Although  individual 
costs  among  health  centers  vary,  this 
averages  to  approximately  $205.00  per 
patient  and  only  $63.00  per  visit.  Fifty- 
three  percent  of  the  revenue  to  provide 
this  care  came  from  public  dollars, 
including  federal,  state  and  local 
government  grants  and  contracts. 
However,  only  seven  percent  of  the  total 
public  dollars  were  targeted  specifically 
for  comprehensive  primary  care  (six 
percent  Federal  dollars  and 
approximately  one  percent  state 
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and  local  dollars).  Forty-two  percent, 
came  from  patient  fees,  Medicaid, 
Medicare  and  patient  self-pay. 

> 

Evaluation  of  the  primary  care  and 
health  center  financial  makeup 
validates  this  effective  use  of  public 
dollars.  Studies  show  that  for  every 
public  dollar  received-  either  federal 
or  state-  community  based  clinics  > 
and  health  centers  are  able  to 
leverage  $4.00.  This  means  more 
care  for  your  initial  investment  and  a 
good  return  for  your  money.  We 
believe  this  is  a  wise  investment. 


More  importantly,  community  based 
primary  care  clinics  and  health  centers 
are  good  for  the  local  economy. 

>  They  contribute  to  the  health  of  the 
community  by  keeping  their 
population  of  clients  healthy,  out  of 
the  hospital  and  away  from  the 
emergency  room. 

>  Research  recently  completed  by  The 
University  of  Kansas  heiped 
demonstrate  the  usefulness  of  the 
health  centers.  In  the  four  Kansas 
communities  who  agreed  to 
participate  in  the  study  and  where 
community  based  primary  care  was 
initiated  -  emergency  room  visits  for 
the  uninsured  dropped. 

What  efforts  must  be  put  in  place  to 
preserve  the  safety  net? 

Today  we  believe  there  is  a  serious 
threat  to  all  safety  net  providers  due  to 
the  following  factors. 

>  The  number  of  uninsured  is  growing, 
but  resources  are  not  keeping  up 
with  the  demand. 

>  Safety  Net  Providers  are  being 
pushed  to  compete  in  the  cost- 
conscious  managed  care  market  - 


thus  creating  difficult  choices  - 
money  over  mission  in  order  to 
survive. 

State  Medicaid  agencies  are  moving 
toward  managed  care  for  both 
Medicaid  and  CHIP  without  clear 
mandates  to  Managed  Care 
Organizations  to  contract  with  Safety 
Net  Providers. 

The  phase  out  of  Cost  Based 
Reimbursement  and  wrap  around 
services  by  2003  will  severely 
damage  the  health  centers'  capacity 
to  leverage  dollars,  and  ultimately,  to 
provide  a  medical  home  for  the 
uninsured. 
>    A  growing  belief  among  legislators 
that  recent  health  care  policies  have 
fixed  the  problem. 

In  an  effort  to  resolve  these  issues 
we  suggest  the  following  be 
considered. 

Safety  Net  Providers  must  be 
recognized  for  the  unique  purpose 
for  which  they  exist.   Because  each 
segment  of  the  safety  net  is  charged 
with  a  difference  purpose,  each  must  be 
funded  accordingly.  For  public  health 
this  means  funding  for  essential  public 
health  services.  For  primary  care 
. ,  ,  clinics  and  health  centers,  it  means 
funding  for  direct  comprehensive 
primary  health  care  that  provides  for 
increases  as  the  target  population 
grows. 

Currently  in  Kansas  there  are  7  FQHC's 
and  one  Migrant  Farmworker  Health 
Program.  Additionally  the  state  provides 
partial  support  to  16  community  based 
primary  care  clinics.  Funding  also 
comes  from  other  sources,  through 
church  organizations,  private 
foundations  and  fund  raising  activities. 
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Most  of  the  centers  are  private  non- 
profit 501  (c)(3)  organizations.  Four  are 
located  in  local  health  departments. 
Two  local  health  departments  are  also 
FQHC's.  The  other  two  provide  primary 
care  as  part  of  the  state's  community 
based  primary  care  program. 

The  phase  out  of  Cost  Based 
Reimbursement  must  be  reversed  or 
replaced.  One  of  the  most  serious 
threats  to  safety  net  providers  who  see 
Medicaid  is  the  phase  out,  by  year  2003, 
of  cost  based  reimbursement  and  it's 
"wrap  around  payment".  Wrap  around 
services  are  those  added  services  that 
enable  patients  to  enhance  their  health 
care.  Examples  of  wrap  around 
services  include  language  translation 
services,  outreach  and  screening 
activities  and  other  social  services. 
Without  a  permanent  fix,  this  action 
alone  will  force  FQHC's  into  the  cost- 
conscious  managed  care  insurance 
market  where  they  wiii  have  no  abiiity  to 
leverage  costs  for  the  uninsured. 

Presumptive  eligibility  must  be 
mandated  for  both  Medicaid  and 
CHIP  (HealthWave).  We  believe  this  is 
a  logical  way  to  increase  enrollment  in 
these  programs.  This  will  also  assure 
payment  at  the  time  a  client  presents  to 
the  health  center  or  clinic  for  care  and 
also  serves  as  an  incentive  to  the 
private  provider  to  give  care.  With  the 
de-linking  of  Medicaid  and  cash  public 
assistance,  we  believe  enrollment  in 
CHIP  and  Medicaid  can  be  made  less 
complicated  and  therefore  easily  done  in 
primary  care  clinics  or  health  centers. 


Federal  Mandates,  including  rules 
and  regulations  related  to  Medicaid 
should  also  apply  to  CHIP,  even 
when  the  CHIP  program  is  not  a  part 
of  Medicaid.  We  believe  this  was  the 
intent  of  congress  when  the  Balanced 
Budget  Act  was  passed.  Currently 
health  centers  in  Kansas  who  participate 
in  CHIP  cannot  receive  cost  based 
reimbursement  nor  the  wrap  around 
payment  for  children  enrolled  in  this 
program  because  the  program  is 
considered  separate  from  Medicaid.  In 
this  way  it  is  being  treated  as  any  other 
private  insurance  program,  although 
many  CHIP-enrolled  children  require  the 
enabling  wrap-around  services  to 
maximize  their  health  status,  and  to 
minimize  emergency  room  and  inpatient 
hospital  utilization  costs. 
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Senator  Brownback.  Good.  Yes,  if  you  would  let  us  have  that. 
Mr.  Walker.  I  have  a  

Senator  Brownback.  OK.  Sure.  Don  has  questions. 

Mr.  Walker.  I  would  just  like  to  speak  to  a  couple  of  issues  that 
Mr.  Tilghman  brought  up  because  I  think — you  know,  unfortu- 
nately, in  this  debate  it  would  be  nice  if  we  could  get  together.  But 
everybody  tries  to  put  their  spin  on  their  particular  position  to 
make  it  as  favorable  as  they  can.  And  this  is  hurting  all  of  us. 

He  mentioned  the  fact  that  hospitals  were  doing  well  under 
Medicare.  They  had  all  these  margins.  Well,  the  truth  of  the  mat- 
ter is,  that  all  the — that  all  HCFA  wanted  to  talk  about  was  inpa- 
tient margin.  That  is  only  50  percent  of  the  revenue  that  hospitals 
receive  from  the  Medicare  program. 

Every  one  of  our  hospitals,  pre  BBA,  lost  money  under  outpatient 
reimbursement.  56  percent  of  our  hospitals  were  losing  money 
under  Medicare  prior  to  BBA.  And,  you  know,  we  have  data  that 
will  speak  very  clearly  to  that.  We  have  analyzed  every  cost  report. 

And  I  think  it  is  unfortunate,  you  know,  that  we  put  forth  these 
types  of  positions  that  actually  do  not  tell  the  whole  story. 

He  also  mentioned  about  the  DRGs.  There  are  506  DRGs.  He 
talked  about  two  that  he  alleged  have  a  very  significant  effect  on 
lowering  case  mix  indexes.  The  truth  of  the  matter  is  is  that 
HCFA,  on  a  periodic  basis,  introduces  new  DRGs  to  take  the  place 
of  high  cost  DRGs  with  lower  case  mix.  And  this  is  really  what  re- 
flects this  case. 

And  I  guess  I  get  a  little  disappointed  with  the  fact  that  we  are 
trying  to  deal  with  these  matters  in  such  an  irrational  way.  I  think 
it  would  be  nice  if  we  could  really  get  down  and  look  at  what  actu- 
ally has  happened. 

Senator  Brownback.  Thanks.  Let  me  provide  a  few  closing  com- 
ments, if  I  could.  And  then — first,  thanks,  to  all  of  our  panelists  for 
being  here  and  for  the  presentations  and  the  thoughtfulness  that 
you  put  into  it — the  time  that  you  have  given  to  it. 

And  also  thank  you  for  attending  through  all  of  this.  You  have 
been  sitting  now  through  two-and-a-half  hours,  and  I  appreciate  it. 
I  know  a  number  of  you  are  very  concerned  about  this  area.  A 
number  of  you  have  commented  or  have  come  to  Washington  to 
catch  me  there,  and  I  wanted  to  try  to  come  here  and  hear  from 
you  here  about  this  issue. 

I  think  we  have  got  a  real  problem.  I  think  we  have  got  a  big 
problem.  I  think  we  have,  in  some  respects,  an  unintended  problem 
that  people  are  saying,  Well,  okay,  we  are  going  to  try  to  get  the 
Medicare  system  under  control  so  we  can  extend  its  life  expectancy. 
But  it  was  not  expected  that  we  would  kill  of  portions  of  who  was 
delivering  the  care  in  the  process. 

And  I  have  heard  from  a  number  of  you  as  I  have  traveled  the 
State  and  the  problems  you  are  having.  And  I  know  they  are  real 
and  that  we  need  to — I  think  one  of  the  things  we  need  to  do,  when 
Congress  steps  up  and  does  some  major  change,  that  we  have  got 
to  also  be  willing  to  go  back  and  say,  OK,  now  this  part  did  not 
work.  And  then  you  change  that  back  or  you  address  that  particu- 
lar problem. 
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And  that  is  what  I  am  really  trying  to  get  a  hold  of  here.  What 
do  we  need  to  fix  and  what  do  we  need  to  get  after  and  how  do 
we  get  at  that? 

I  am  disappointed — I  am  greatly  disappointed,  frankly,  about  the 
adversarial  nature  of  the  relationship  that  has  been  created  be- 
tween the  provider  community  and  the  regulatory  entity  in  HCFA. 
And  Mr.  Tilghman,  unfortunately,  has  to  be  here  to  represent  that 
end  of  it. 

But  I  do  not  see  a  need  of  doing  that.  I  have  run  a  regulatory 
agency  before.  It  was  a  small  one.  But  any  time  we  got  into  an  ad- 
versarial relationship  with  those  we  were  regulating,  things  just 
became  really  difficult  and  not  much  progress  was  made. 

I  find  most  people  are  goodhearted  people,  and  they  want  to  do 
what  is  right,  and  they  want  to  work  with  you.  And  if  you  tell  them 
honestly,  Here  is  what  my  problem  is,  they  will  work  with  you  to 
work  on  through  it. 

Now,  if  you  go  at  them  and  you  say,  You  are  bad  and  I  am  going 
to  get  you,  they  dig  in  real  fast  and  their  honor  is  at  stake  and  they 
do  not  like  that  and  they  are  going  to  fight. 

I  hope  we  can  change  that.  And  that  is  one  of  the  messages  I  am 
going  to  take  back  to  Washington  and  to  the  HCFA  administration 
there  is  they  are  creating  a  very  adversarial  atmosphere. 

And  if  there  are  problems  that  part  of  it  has  been  created  by 
what  Congress  has  passed,  then  we  should  change  that.  And  we 
should  get  at  those  particular  points.  And  I  thought  several  people 
had  some  good  suggestions  here. 

Now,  I  am  new  on  the  health  committee.  I  have  not  served  in 
that  in  prior  Congresses.  I  am  excited  about  being  on  it.  I  have  also 
got  to  admit  to  you  I  have  got  a  lot  to  learn  on  these  topics.  I  find 
this  field  pretty  complex,  to  say  the  lease,  and  I  am  still  trying  to 
grapple  myself  with  what  all  we  can  take  a  push  at  and  hit  at. 

We  have  a  fortunate  situation  presented  to  us  now  with  a  strong 
economy  and  the  wherewithal  to  do  some  things  we  should  have 
been  doing  for  a  long  period  of  time,  like  fixing  social  security,  deal- 
ing with  Medicare.  And  I  also  think  we  can  do  a  reasonable  tax  cut 
in  this. 

Now,  there  are  other  people  that  have  got  different  ideas  and 
plans.  But  there  is  a  good  chance  that  this  Congress  this  session, 
with  the  President — if  we  are  all — everybody  is  of  good  faith,  we 
can  step  forward  and  do  some  reasonably — very  good  things  actu- 
ally with  what  we  have  projected.  It  is  going  to  require  an  atmos- 
phere where  we  can  work  together  and  try  to  address  some  of  these 
in  reasonable  fashions. 

Over  a  long  period  of  time  rural  reimbursement  has  not  kept  up 
with  urban  reimbursement  in  health  care  dollars.  That  has  been  a 
long  fight.  When  I  first  came  into  Congress  there  was  like  a  300 
percent  difference  between  urban  rates  of  reimbursement  and  rural 
rates.  It  is  now  down — or  it  is  closing  to  100  percent  difference, 
which  is  still  enormous.  I  mean,  we  have  made  a  little  bit  of 
progress,  but  not  near  what  we  should  have. 

And  the  consequences  of  what  we  have  put  forward,  where  we 
were  just  wanting  to  slow  the  rates  of  growth  in  medical  reim- 
bursement— and  that  was  everything.  Nobody  intended  to  kill  off 
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home  health  care  or  to  have  these  huge  adverse  effects  on  hos- 
pitals. But  some  of  that  has  taken  place. 

So  I  think  we  have  got  to  go  back  in — and  that  is  why  I  am  co- 
sponsoring  a  number  of  these  pieces  of  legislation  along  this  line. 

I  would  hope  you  would  give  us  further  clear  comments  of  specif- 
ics that  we  ought  to  be  doing — and  sooner  rather  than  later  as  we 
get  into  this  big  discussion  that  we  are  going  to  have  about,  OK, 
if  we  are  in  this  surplus  situation  and  we  want  to  address  Medi- 
care, social  security  and  tax  cuts — and  that  is  the  big  three  that 
are  on  the  table. 

And  any  agreement  that  is  going  to  come  out  of  this  Congress 
and  this  White  House  is  going  to  include  components  of  those 
three.  I  need  to  know  specifically  what  you  think  ought  to  be  in  the 
Medicare  portion  of  that.  And  I  need  it  sooner  rather  than  later  so 
that  we  can  join  in  with  the  right  coalitions  because  most  of  this 
takes  coalition  building  to  get  something  pushed  on  forward. 

And  I  would  urge  Mr.  Tilghman  here — I  do  not  know — to  form 
up  advisory  committees,  or  maybe  already  have  them,  of  people  to 
hear  because  it  just  does  not  need  to  be — and,  I  do  not  think,  Joe, 
you  want  it  to  be  this  way.  I  mean,  he  does  not  want  to  have  that 
kind  of  adversarial  relationship. 

And  I  am  going  to  push  to  change  that  on  the  Federal  level  as 
well  because  we  are  all  in  this  together,  and  we  need  to  provide 
this  type  of  health  care.  And  we  do  have  financial  constraints.  But 
I  think  we  can  together  a  lot  better  to  get  those  done. 

This  is,  as  I  said,  a  public  hearing.  If  there  are  further  comments 
that  you  want  to  put  forward,  the  record  will  remain  open  for,  I 
believe  it  is  3  days  after  the  hearing.  You  can  catch  Glenn  Cham- 
bers here  with  my  office  to  insert  something  into  the  record.  If  you 
would  like  for  that  to  be  in  the  record,  I  do  appreciate  that. 

[The  prepared  statement  of  Ms.  Hinnen  follows:] 
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Wichita,  KS  67218-3784 


Td  316-685-1111 


ViaChristi 


Regional  Medical  Center 
St.  Joseph  Campus 

To:  Senator  Sam  Brownback  and 
Panel  of  Distinguished  Speakers 

re:  Public  Financing  Forum 

changes  resulting  from  BBA  1997 

specifically:  Diabetes  Education  Reimbursement 

July  7,  1999 

The  Balanced  Budget  Act  of  1 997  included  language  to  reimburse  out  patient  diabetes 
education.  The  intent  and  understanding  from  the  diabetes  community  was  that  this 
coverage  by  HCFA  would  increase  access  to  education  and  ultimately  improve  diabetes 
self  management  and  care.  The  ultimate  result  of  which  would  be  fewer  costly  long  term 
complications  of  diabetes  i.e.,  dialysis,  blindness,  neuropathy  and  amputations. 

Attached  is  the  copy  of  my  letter  forwarded  during  the  allocated  time  of  comment.  I 
would  like  to  reinforce  my  concerns. 

The  proposed  rules  are  restrictive  and  inappropriate. 

Concerns: 

1 .  These  proposed  rules  limit  education  to  10  hours  per  lifetime  with  an  annual 


update  of  1  hour.  That  is  not  enough.  Ten  hours  in  not  necessarily  enough 
time  to  understand  and  demonstrate  safe  self  care  diabetes  skills.  It  is 
definitely  not  enough  time  to  demonstrate  behavior  change  and  life  style 
modifications.  The  monster  being  created  here,  is  that  many  places  are  starting 
to  do  "diabetes  education".  Basic  skills  may  be  taught  at  one  facility  and  then 
the  patient  may  be  referred  into  a  comprehensive  education  program.  If  three 
or  four  hours  of  the  1 0  hour  total  is  already  used  up,  the  patient  will  never  be 
eligible  for  a  comprehensive  self  management  program.  Additionally,  many 
things  happen  in  one's  life,  with  therapy  changes  in  diabetes,  and/or 
complications  that  require  extensive  re-education,  ten  hours  total  is  not 
enough  education  time.  Currently  the  suggestion  is  that  and  elevated  A1C  (3- 
month  measurement  of  diabetes  control)  or  insulin  initiation  would  be  the 
justifiable  reasons  to  re-educate. 
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2.  The  recommendation  is  that  these  10  hours  be  taught  in  groups;  with  language 
barriers,  and  hearing  loss  listed  as  the  few  examples  of  exceptions  when  1 : 1 
education  would  be  appropriate. 

3.  Access  would  be  limited  by  HCFAs  suggestion  to  reimburse  only  750 
programs.  Currently  ADA  has  a  program  to  verify  that  the  National  Diabetes 
Self  Management  Education  Standards  are  met.  There  are  627  programs 
currently  recognized.  The  suggestion  of  750  programs  total  seems  like  very 
limited  growth  if  the  goal  is  to  educate  more  people  with  diabetes. 

4.  Other  groups  besides  ADA  should  be  able  to  implement  the  "standards".  The 
consistency  in  the  standards  and  maintaining  the  quality  of  the  education 
process  delivered  must  be  protected.  Rigorous  scrutiny  of  the  third  party 
groups  doing  standards  implementation  should  be  implemented. 

5.  The  current  HCFA  policy  reimburses  providers  such  as  MD's,  Nurse 
Practitioners,  Physician  Assistants  etc.  who  have  ADA  recognition.  This 
provider  group  needs  to  be  expanded  to  include  Diabetes  Educators  who 
actually  provide  the  diabetes  education. 

There  was  a  letter  of  concern  regarding  the  diabetes  education  reimbursement  "rules"  by 
HCFA  that  was  signed  by  1 1 7  members  of  the  House  and  1 2  members  of  the  Senate.  I 
would  urge  you  to  review  this  issue.  It  does  not  seem  that  the  intent  of  the  bill  is  being 
met  with  the  proposed  guidelines.  Please  help  HCFA  create  a  rule  that  expands  access 
for  patients,  increases  the  number  of  providers,  while  guaranteeing  quality  of  service. 

People  with  diabetes  deserve  thorough  self  management  education  and  it  will  save  us 
millions  of  dollars  if  we  can  prevent  dialysis,  blindness,  and  amputation. 


Sincerely, 


Debbie  Hinnen  RN  MN  ARNP  C 
Manager,  Diabetes  Services 
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3600  East  Harry 
Wichita,  KS  67218-3784 


Tel  316-685-1111 


Regional  Medical  Center 
St.  Joseph  Campus 


ViaChristi 


Nancy  Ann  Min  DeParle 

Health  Care  Financing  Administration 

200  Independence  Avenue,  S W  Ad 
Washington  DC  20201  £0** 

April  9,  1999 

re:  Diabetes  Self  -management  Education,  proposed  rule 
Dear  Ms.  DeParle, 

The  proposed  rule  published  February  11,  1999,  is  of  concern  to  many  of  us  in  the 
diabetes  community. 

The  rule  is  restrictive  and  limiting.  Expecting  patients  to  only  need  10  hours  of  education 
and  all  of  that  in  a  group  setting  in  unrealistic.  Many  older  Americans  need  to  practice 
things  several  times.  They  may  very  well  be  able  to  be  safe  with  skills,  but  brief, 
individual  sessions  are  most  appropriate  for  the  elderly.  We  want  them  to  be  independent 
and  live  at  home.  A  1 0  hour  course  is  too  short  and  very  limited  in  what  content  and 
practicum  sessions  can  be  included.  One  additional  hour  of  education  per  year  after  that 
does  not  provide  enough  time  for  updates  in  information.  The  delivery  suggestion  by 
HCFA  that  that  one  hour  be  delivered  by  a  multidisciplinary  team  is  ludicrous. 

The  proposed  rule  would  also  limit  access.  The  number  of  programs  suggested,  750, 
would  not  be  able  to  educate  even  the  newly  diagnosed  people  over  65  with  diabetes  each 
year,  let  alone  those  with  major  changes  in  their  condition  requiring  re-education.  Patient 
eligibility  for  education  and  especially  re-education  is  restrictive  as  well.  Many  things 
change  in  a  person's  life,  not  just  insulin  initiation  and  high  Ale  require  re-education. 

I  am  most  startled  by  HCFA's  suggestion  that  the  National  Standards  of  Self 
Management  Education  may  be  changed  by  other  groups  and  then  approved  by  HCFA. 
Surely  I  am  misunderstanding.  The  standards  were  developed  by  the  National  Diabetes 
Advisory  Board  with  broad  input  from  many  organizations.  The  continual  revision  of 
these  standards  has  been  done  with  the  same  careful  inclusion  of  the  diabetes  community. 
We  need  consistency  and  objectivity  as  these  revisions  occur. 

This  change  in  diabetes  education  reimbursement  could  save  millions  of  dollars  and 
improve  care  for  people  with  diabetes.  I  strongly  urge  HCFA  to  return  to  the  intent  of 
this  legislation  as  revisions  are  made  in  the  rule. 

Thank  you, 


Debbie  Hinnen  RN  MN  ARNP  CDE 
Manager,  Diabetes  Services 

cc:  Senator  Sam  Brownback 
Senator  Pat  Roberts 
Representative  Todd  Tihart 
Kathy  Mulcahey  RN  MS  CDE 
President,  AADE 
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Senator  Brownback.  I  appreciate  your  attendance.  The  hearing 
is  adjourned. 

[Whereupon,  at  5:05  p.m.,  the  hearing  was  concluded.] 
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